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The Australian Government has decid- 
ed to go ahead with the nationalization 
of private banks. An enabling bill is ex- 
pected to be introduced during the ses- 
sion of Parliament beginning in Septem- 
ber. Nationalization would affect nine 
private trading banks, controlling more 
than $2,275,000,000 in deposits and 
shareholders’ funds. If carried through, 
the step would give the Commonwealth 
Bank control of $2,600,000,000 and make 
it one of the biggest banking concentra- 
tions in the world. 
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American industrialists have until No- 
vember 1 to inspect and submit sealed 
bids for the purchase of the first German 
reparations plant allocated to the U.S. 
The plant, the Aluminumwerke Tscheu- 
lin, is one of Germany’s three largest pro- 
ducers of aluminum foil, and has a normal 
capacity of approximately 250 tons a 
month. The sale is being handled by the 
U.S. Office of the Foreign Liquidation 
Commissioner. The plant will be pack- 
aged in Germany for overseas shipment 
and delivered to the successful bidder at 
a point on the German border. 
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Australia’s railways are to be standard- 
ized and modernized at a cost of about 
$786 million. The country’s 28,000 miles 
of rail lines, almost all of which are 
owned by the Federal and State govern- 
ments, now come in three gauges, rang- 
ing from 3 feet, 6 inches to 5 feet, 3 
inches. As a result, passengers and freight 
must change trains at most State borders. 
In preparation for the modernization pro- 
gram, E. J. Ward, Minister of Transport 
and External Territories, has been study- 
ing the rail and road systems of the 
U.S. and Canada. 
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The Soviet Union is transporting farm 
workers by air. Drivers of tractors and 
combines are being flown in large num- 
bers from Southwest Russia, where the 
harvest has been completed, to the 
Urals and Siberia, where the grain is be- 
ginning to ripen. 


o °o 0 


Six ships are to be added to the Argen- 
tine merchant fleet. Four are to be built 
in England and two in Italy. Aggregate 
cost is put at about $20 million. 
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Sweden has checked, at least tempo- 
rarily, the drain on her reserves of gold 
and foreign exchange. During the first 
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week of August, the Central Bank’s hold- 
ings of such funds increased by more 
than three million dollars to about $231 
million. During the first six months of 
this year, the total amount of Sweden’s 
imports exceeded exports by approxi- 
mately $280 million. 
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New Zealand’s subsidy program, which 
has been costing about $22 million a 
year, is being cut back. Subsidies are be- 
ing abolished in some cases and reduced 
in others. The program has been applied 
to some consumer goods and to sea and 
rail fares and freight rates in an effort to 
stabilize prices and wages. The new 
policy will mean a rise in some prices. 
Rail freight rates, for example, will go 
up 20 per cent and fares on other than 
suburban routes 15 per cent. 
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Purchase of copper from Rhodesia in 
Africa is being arranged by Australia to 
supplement home production, now esti- 
mated to be running 15,000 tons below 
this year’s requirements of about 33,000. 
Output of copper concentrates in Aus- 
tralia dropped from 28,056 tons in 1944 
to 17,755 in 1946. 
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Output of electric power is increasing 
in Britain. In July, 2,866,000,000 kilo- 
watt-hours were generated, an increase of 
3.7 per cent over the corresponding 
month of 1946. During the first seven 
months of this year, production totaled 
24,522.000,000 kilowatt-hours, an_ in- 
crease of 5.5 per cent over the similar 
period last year. 
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The Dominion of India intends to be 
largely self-sufficient in newsprint within 
two years. A newsprint factory to be 
built in the Central Provinces will have a 
capacity of 100 tons a day. A Canadian 
firm has been retained to design the 
plant, and the latest Canadian and U. S. 
equipment is to be used. The pulp will 
be manufactured from an Indian tree that 
has never been exploited before. India 
has been importing about 40,000 tons of 
newsprint a year. 
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Ontario’s timber industry will be 
changed radically if the recommendations 
of a Royal Commission are carried out. 
The Commission, which investigated the 
Province’s forest resources for 14 months, 
found that continuation of present waste- 
ful practices would make lumbering a 


minor industry in 25 years. Its chief pro- 
posal to the Provincial Government is 
that 12 forest-operating companies be es- 
tablished and given the sole right to cut 
timber. Reforestation of 2,500,000 acres, 
at a cost of $2,290,000 a year, also is 
recommended. 
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A Chinese mission is to visit South 
American countries in an effort to expand 
the country’s export trade. Silk products 
will be emphasized. 
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A civilian air service now is being op- 
erated by the Soviet Union between Mos- 
cow and Kabul, Afghanistan, via Tash- 
kent. The distance is about 2,435 miles. 
Both passengers and freight are carried. 
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Canada’s wheat crop this year will be 
less than last year’s. The official forecast 
is 358,786,000 bushels, 62 million below 
the 1946 harvest. The average yield per 
acre is expected to be 15 bushels, com- 
pared to 17.5 in 1946 and the long-time 
average of 16. Heat and drought are 
blamed for the poor prospect. 
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Manufacture of radio sets is to be un- 
dertaken at Concepcion, Chile, by an 
Italian firm that formerly operated at 
Milan. The production rate at the start 
is to be 700 sets a month and within a 
year may reach 3,000 a month. 
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Japan expects to export about five mil- 
lion pounds of tea this year, compared 
to 54,130,000 pounds in 1939. Almost all 
the first shipment of 10,000 cases, total- 
ing 1,150,000 pounds, is to be sent to 
U.S. ports. Tea exports from Japan still 
are managed by the U.S. Commercial 
Company. 
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Six thousand tons of whale oil were ob- 
tained by the Russian whaling expedi- 
tion in Antarctic waters. The nine-vessel 
fleet, now back at Odessa, reports a catch 
of 386 whales. 
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Britain has salvaged 1,655 ships, total- 
ing 600,000 gross tons, from ports in her 
zone of Germany since the war. About 
200,000 tons of scrap iron is expected to 
be recovered from the vessels. Still on 
the bottom are about 600 surface craft 
and 200 submarines, aggregating nearly 
700,000 gross tons. 
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Now and then an error (sometimes more) creeps into World Report 
despite our best efforts. James G. Vlaces of Brooklyn, N. Y., calls our 
attention to one. In an article on how to send food packages overseas, 
we reported that the weight limit on those for Greece was 11 pounds. 
We were wrong; it’s 22 pounds. 


Stephen L. Segedy of Nichols, Conn., severely criticizes an article 
on “Censorship Behind the Iron Curtain” in our August 12 issue. For 
one thing, he calls it “preposterous” to report that “more than 328,000 
Hungarian families own radio receivers that can be tuned to... New 
York stations.” Voice of America broadcasts from New York are relayed 
through BBC in London and by U. S. Army transmitters in Munich and 
can be heard in Hungary just as clearly as Radio Budapest.Vilag, the 
opposition Democratic Party newspaper in Budapest, on July 28 pro- 
vided the 328,000 figure and Staff Correspondent Robert Kleiman’s 
check showed that it was the most accurate figure obtainable. 

Segedy also strongly objects to the statement: “In Hungary there is 
no censorship of incoming news or publications.” “Why,” he writes, “I 
can name you three or four American-Hungarian papers offhand which 
are banned, barred and banished as far as Hungary is concerned.” 
Correspondent Kleiman, checking on the situation on the spot, found 
that World Report (which is heavily censored in Romania) is not 
censored in Hungary. The same goes for other American publications. 
If any Hungarian-language papers published in the U.S. are barred 
from Hungary, competent observers to whom Kleiman talked didn’t 
know it. 

Aside from that, World Report did not say or imply that there was 
complete freedom of information in Hungary. There isn’t. And we 
pointed out that, “while there is no Government or Russian censorship, 
editors exercise careful restraint on anti-Russian material,” and that 
press dispatches abroad arrive through the Government news agency, 
which makes possible “a form of indirect censorship.” 


World Report has no axe to grind. We seek to present factual, ob- 
jective and unbiased reports on the world’s economic, political and 
financial affairs. We will persevere in presenting the facts objectively. 


The Editors of “World Keport™ 








Daniel W. Ashley, our Publisher, was killed instantly 
by a lightning bolt at his home in Darien, Connecticut, 
on the evening of August 19, 1947. 

We have lost an invaluable associate and a wonderful 
friend. | 

Judging by the expressions in the letters and telegrams 
received, he was equally esteemed outside our organ- 
ization. He was one of the best-liked and most widely 
known men in the field of publishing. 

Dan Ashley held a place in this organization which is 
not describable in the ordinary terms of a business re- 
lationship. He performed a unique service for both our 
publications—The United States News and World Re- 
port. Every one of us admired not only his leadership 
but his capacity for friendship. We salute his memory 
and here record our deep sense of loss as we sadly re- 
move from our masthead the name of our colleague and 
friend—Daniel W. Ashley. 


The Editors and the Executive Management Staff 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of September 2, 1947 
Volume 3, No. 10 


It's time to recognize the economic facts of life, to see things as they 
really are, to get set for more trouble in most of Europe. : 
With Britain in peril, France shaky, Germany idle, a crack-up is overdue. 
No flurry of advice or spurt in planning is likely to head it off at this stage. 
Failure to produce, long concealed by U.S. loans and gifts, now is exposed. 
What is called a dollar famine turns out, on close inspection, to be more 
a Slogan for shifting blame, for trying to play down an inability to earn a 
living. The need for dollars is great, and still growing, simply because only 
dollars can buy the things that are: not being produced in Europe. As dollars 
disappear, there are signs of panic, fear and strong resentment against the 
U.S. A vicious spiral of deflation is set off at an alarming rate. 








Just to show some facts behind Britain's dilemma..... 

British sales to the U.S. can't even pay for her U.S. grocery bill. 

British needs for U.S. machinery, oil and commodities also are large. 

Drastic cuts in a national diet, already scanty, would cripple output. 

Big reductions in purchases of raw materials would paralyze industry. 

That's the way it goes. If Britain feeds her workers too little she can't 
increase production. If raw materials are lacking, then industry can't turn out 
the finished goods that Britain must sell abroad. Raising more food at home 
is an obvious goal, but Britain, with the best of luck, has neither the space 
nor the resources to feed her 48 million people without some outside help. 














As for filling more of Britain's needs from within the Empire, there has 
been a great deal of confusion, of misunderstanding of the realities..... 

Canada can send wheat only if she gets some dollars to use herself. 

Australia can increase food shipments only at India's expense. There are 
signs of famine again in India. And India has to pay dollars for U.S. grain. 

Britain's colonies are poor sources of supply for what Britain needs. 

Any idea that freedom to make specialized trade deals, to cut around the U.S. 
market at will, would readily solve Britain's problem is misleadfng. It would 
help. But the basic point is that Britain's principal Suppliers within the Empire 
have their own dollar troubles and are in no position to extend endless credit. 








It's wrong, too, to believe that Britain gains much from the right to deny 
dollars to those from whom she buys. Britain, thus, can check a run on her 
Scarce dollars, but that's far from remedying the situation. 

Argentina, for example, is unwilling to pile up frozen sterling assets. 


(over) 
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The Argentines will demand some dollars and more goods from Britain. 

Sweden, in a key position, can't afford to be a passive creditor. 

Even Spain will insist upon getting part of her earnings in dollars. 

Early in August, Britain learned that the rest of the world is even more 
hard up for dollars than Britain. The dollar, in fact, is about the only major 
currency that means much. Confidence in British pounds is low and declining. 
In the end, Britain may have to revalue the pound, to trim the present rate of 
$4 to below $3. That would be painful and would require negotiation. 








There isn't to be any easy way out for Britain. Even if she gets a new 
U.S. loan, it's to be a loan on rather rigid terms, to be closely policed. 

An additional billion is the figure tentatively studied by the U.S. 

More cash for Britain is likely to be tied to specific projects. 

U.S. idea is that a loan for coal-mining equipment, for example, would be 
tied to rising British production, would depend on actual improvement in output. 

Farming machinery, raw materials for particular industries, capital goods 
and similar supplies would be financed on a graduated scale. 

That is one line of thought, but it would need approval by the Congress. 
It would be sold to Congress, not as a grandiose plan, but as a business loan 
with a reasonable prospect of repayment. 











As for the outlook in the period immediately ahead: 

Cash from U.S. won't come soon enough or in quantity enough to save Britain 
from a further squeeze. Belt tightening in Britain will go ahead. 

Cash dollars, when replenished by Congress, won't meet all demands. 

Marshall idea of getting more work for new dollars isn't doing so well. 

Britain's crisis tends to disrupt and to delay European planning. 

It's far from being a Sure thing that the speed of Europe's decline will 
permit the assembly of a neat program, carefully tied up with charts and tables, 
before new assistance is granted to Britain and perhaps to France. 














As Britain cuts her U.S. buying and France follows and Latin America does 
the same and Canada tightens up, U.S. producers are to suffer. 

U.S. exports definitely are vulnerable unless more dollars are lent. 

Cuts by Britain tend to center in a few specialized fields. 

Cutbacks from Latin America are to affect most luxury lines. 

A big point is that lowered demand from abroad must be offset by a rising 
demand within the U.S. Otherwise, goods will tend to pile up and heavy pressure 
will be exerted on the price structure in the U.S. 











In the larger aspects of the political scene..... 

U.S.-Britain-France are coming closer together, veering away from Russia. 

Russia, on her part, still insists on her own way, on her own rules. 

United Nations seems paralyzed in handling Greece and the East Indies. 

There is an idea gaining headway that the U.N. is approaching a showdown. 
Pressure is building up for the U.N. Assembly, for a show of strength against 
the Russian tactics of delay and dispute. A definite trend is setting in toward 
an early peace with Japan, toward separate deals by U.S., Britain and France 
in Western Germany. There's a chance, of course, that Russia will show a change 
of pace, will want to try once more in November to get a share of German industry. 
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OVERHAUL OF U.S. TRADE POLICIES 


Reluctant abandonment of campaign to lower 
barriers to freer commerce. Dollar shortage 


that impels nations to maintain restrictions 


Reported from LONDON 
_and WASHINGIUN 


The critical plight of Great Britain 
now is to force the U.S. to overhaul its 
strategy for freer world trade. U. S. ideal 
of fewer restrictions on world commerce 
is pushed farther into the future. 

A world-wide shortage of U.S. dollars 
is upsetting U.S. goals. The result is to 
be that restrictions on trade and move- 
ments of money are to grow, not dimin- 
ish, for years to come. 

The trend, now developing, is to have 
a direct impact on U.S. exporters and 
will be felt, directly or indirectly, by 
many other lines of business. 

Suspension of sterling convertibility, 
making it impossible for countries to 
trade their sterling earnings for U.S. 
dollars. is a symptom of world shortage of 
dollars. Other U.S. concessions to the grim 
realities of unbalanced trade are ahead. 

Many countries that had counted on 
converting their sterling earnings into 
dollars now must wait. The sudden run 
on the Bank of England before converti- 
bility was stopped is witness to the scar- 
city of dollars. Fewer dollars will mean 
fewer purchases in the U.S. Snowball- 
ing effect of Britain’s plight thus is to 
be felt widely. 

U.S. business taces these new facts: 
Exchange restrictions and trade discrimi- 
nations are to stay a good while longer. 
The U. S. is forced to compromise its 
aims for freer world trade. Ultimate goal 
of Under Secretary of State Will Clayton 
—elimination of special preference and 
reduction of discriminatory trade and ex- 
change controls—is to be kept on ice. 

@ The run on sterling showed that the 
Anglo-American Loan Agreement tried 
to do too much, too soon. July 15 was 
too early to make sterling convertible in- 
to other currencies. Many countries, 
parched for dollars, rushed to convert 
and were draining Britain dry of dollars. 

To plug this leak, the U.S. agreed 
that Britain temporarily can stop con- 
verting into dollars the current sterling 


earnings of other countries that sell goods 
to her. Britain, however, still will pay 
dollars for goods bought in the U.S. and 
in most of Latin America. 
@ A dollar shortage is the immediate 
problem of the British. All but $400 mil- 
lion of the $3% billion loan is being 
drawn down by August 29, only 13 
months after the Agreement was signed. 
This money was supposed to last three 
years and bridge the gap until Britain 
could earn her way with larger exports. 

Production breakdowns in Britain last 
winter and rising prices of U.S. goods 
have contributed to the heavy with- 
drawals against the loan. How Britain 
has spent her dollars in the U. S. is shown 
in the chart on pages 6 and 7. U. S. food, 
film, tobacco and gasoline imports into 
Britain now are to be cut sharply to 
lessen the dollar drain. 

But dollar scarcity is not exclusively 
a British problem. Almost every country 
on earth is short of dollars. And for the 
same reason. They cannot produce and 


sell enough to balance their purchases in © 


the U.S. Among the major countries, 
Cuba alone sold more to the U.S. than 
she bought during the first half of 1947. 





The critical plight of 
Great Britain is hitting 
business everywhere .. . 
The U.S. has to postpone 
its goal of freer world 
trade . . . Restrictions are 
to stay . . . Markets are 
closed to American goods 


as the world runs low on 
dollars. 











A scramble for dollars, wherever avail- 

able, is the result of this trend. 
@ The Loan Agreement has accentu- 
ated Britain’s troubles in several respects. 
Two clauses in the Agreement have sub- 
mitted the British to an unusual strain 
because of this world-wide dollar scar- 
city. Both were originally inserted by 
the U. S., over British objections, to hurry 
the return to a broader and freer trade 
in the postwar world. Both have had the 
opposite effect. 

The convertibility clause was intended 
to restore the British pound as an inter- 
national currency and thus to lubricate 
the wheels of world trade. But actual re- 
sults have been quite different. 

Many countries selling more to Britain 
than they buy have rushed to convert 
their surplus sterling into dollars since 
July 15. Long-term creditors, too, have 
been cashing in as many pounds as 
possible. 

Suspension of convertibility is to cut 
off an important source of dollars in most 
of Western Europe, the Middle East, 
Argentina, Brazil and Uruguay. This will 
tend to cut down the over-all volume of 
world trade and hit U. S. exports. 

The nondiscriminatory clause of the 
Loan Agreement also reflects the U. S. 
desire to expand and unshackle trade. 
This aim also has gone awry. 

The clause requires, with certain ex- 
ceptions, that Britain impose any quanti- 
tative restrictions on all imports of se- 
lected categories, not just on U. §. goods. 

This means that if Britain, to save dol- 
lars, reduces fruit imports from the U. S.., 
for example, she must also cut down 
equally on fruit imports from other 
sources. But most of these fruits could 
be bought in the British Dominions or 
colonies, thus saving dollars. 

Other countries, also attempting to 
save dollars, are cutting imports right 
and left. But if they discriminate against 
imports from the U.S., they soon hear 
objections from Washington. To get 
around these objections, their imports 
from all sources have to be cut equally, 
if dollars are to be conserved. 

The result is that the nondiscrimina- 
tory principle pushed by the U.S. 
actually is causing broad restrictions on 
imports in many countries, although the 
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aim of many nations is to cut imports only 
from the U.S. Eventually, world trade 
will feel the effects of this policy, unless 
it is modified. The British now are urging 
such modification in Washington. 

.| The U. S. answer already is indicated. 
iixceptions to the application of nondis- 
crimination, key principle of U.S. trade 
policy, are shaping up. They are being 
.orced by deteriorating conditions in 
world trade. 

Discriminatory buying by Britain in 
her colonies will be allowed. The U. S. is 
believed to have granted Britain this con- 
c.ssion more than a month ago. 

Self-help of whatever type under a 
Marshall Plan is likely to involve exclu- 
sion of nonessential types of U.S. goods 
in order to stretch available dollars. 

The World Trade Charter, just drawn 
up at Geneva, contains a proposal allow- 
ing discriminatory trade under certain 
circumstances. This says, in effect, that 
when world trade is out of kilter, as now, 
a country will for a time be allowed to 
ignore the Charter’s provisions against 
discriminatory practices when this results 
in an increase in total imports by that 
country. 

The U.S. position at Geneva seems to 
be veering toward allowing temporary 
trade diversions if based on “commercial 
considerations,” which means _ lower 
prices. But always the idea is to get back 
eventually to full nondiscrimination. 
€ The path toward compromise on non- 
discrimination thus seems to be well 
blazed. And the British already have won 
their point on convertibility—at least for 
the time being. 

The U. S. attitude on these parts of the 
Agreement shows quite a change during 
the last two years. In the autumn of 1945, 
when the Loan Agreement was being 
negotiated, the American side insisted on 
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including the convertibility and nondis- 
crimination clauses to forestall American 
arguments against the loan and to bolster 
U.S. trade policy. 

But in the last two years, and partic- 

ularly recently, U.S. trade aims have been 
hit by postwar realities. Hugh Dalton, 
Britain's Chancellor of the Exchequer, 
has said: “The dream of multilateral trade 
has become the reality of multilateral 
paralysis.” Whether or not matters have 
reached that pass, retreats and compro- 
mises by the U.S. are developing. 
@ The upshot is that the U. S. now must 
compromise on the two clauses in the 
hope that this action will help restore 
Britain and British trade to an even keel. 
With this help, it is possible that Britain 
can stagger through until loans by the 
U.S. Export-Import Bank, the Interna- 
tional Monetary Fund, the World Bank, 
or credits in connection with the Mar- 
shall Plan can be arranged. 

Chances are that trade concessions to 
be made to Britain will have to be 
granted to other countries as well. 

Australia and New Zealand already 
are planning to restrict entry of dollar 
goods to help Britain. Many other coun- 
tries, such as Mexico, Argentina and 
Chile, are cutting imports of luxury goods 
from all countries. All such actions stem 
from the dollar squeeze. These restric- 
tions bear more heavily on the U. S. than 
on any other country because the U. S. 
can deliver these goods in the largest 
quantity and, usually, at the earliest date. 
@ Signs thus are multiplying that the 
U.S. businessman can look forward to 
continued restrictions in world trade and 
to being cut out of certain markets. That 
is the price being forced on the U.S. by 
the dollar shortage abroad. The British 
problem is just part of a bigger trend. 
Freer trade is to wait on the future. 
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BUSINESS CURE TO RAISE 
OUTPUT OF COAL IN RUHR 


Anglo-American plan for German operation 
of mines, more food and better housing 


for workers, dollar financing of industries 


Reported from WASHINGTON, 
BERLIN and LONDON 


A business cure for the industrial heart 
of Europe is now taking shape. 

The British and American govern- 
ments are coming up with a prescription 
for digging coal out of the German Ruhr 
that reflects the ideas of U.S. business- 
men. What both businessmen and diplo- 
mats are after is more Ruhr coal to stoke 
European recovery, and so put a firm 
foundation under the Marshall Plan. 

@ Cure for the Ruhr, after months of 
Anglo-American argument, is to be along 
these lines: 

German management is to take over 
the operating responsibility for the Ruhr’s 
156 coal mines. This will replace the 
North-German Coal Control, a hybrid 
organization staffed jointly by Germans 
and Britons and supervised by the British 
Military Government. Robert Moses, 
New Yorker asked by U.S. officials to 
look into the Ruhr, says that the present 
mine management is a bilingual debat- 
ing society. 

German operation of the mines, though 
under Anglo-American supervision at the 
top, is to extend beyond coal production. 
It will be up to the new management to 
obtain priorities for food, housing and 
consumer goods for miners, transport fa- 
cilities for coal, and mine supplies. Incen- 
tive schemes to step up production are 
to be administered by Germans, subject 
to Allied approval. 

Socialized mining is not in the cards, 
at least for a while. Whether the mines 
of the Ruhr are to return ultimately to 
private owners, including the Krupps, or 
are to end up in public hands, is to be 
settled later, perhaps five years from now. 
Meanwhile, military governors, repre- 
senting the U.S. and British govern- 
ments, will hold title. 

This is because the drive of Britain’s 
Labor Cabinet to socialize the mines has 
collided with the preference of U.S 
officials, backed by American business, 
for private enterprise. Result is to be an 
armistice between British Labor and 
U.S. business. Terms of the armistice 
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are to be phrased in a way that will not 
foreclose the hopes of either. 

More food is to go to Ruhr miners and 
their families as a result of the Anglo- 
American agreement. On this, diplomats, 
generals and businessmen are all agreed. 

The reason daily output of the mines is 
slowly climbing now is that officials in 
Western Germany are meeting the bread 
ration for the first time in months. Im- 
ports of 337,000 tons of grain and flour 
from the U.S. during the first half of 
August set a record. 

Coal output, as a result, now has 
reached 240,000 tons a day. This is still 
15,000 tons under the official target, but 
it is above production in June and July 
by about the same amount. Prewar av- 
erage was more than 400,000 tons a day. 

Prospects for reaching and exceeding 
the prewar level turn on Allied arrange- 
ments to import more food for miners 
and their families. In theory, Ruhr miners 
are supposed to get at least twice as 
much as the 1,550 calories scheduled for 
the population of Western Germany as 
a whole. In practice, these extra rations 
rarely have been met. And when they 
were met, the miners preferred to share 
them with their families. 

What Anglo-American conferees are 
looking for is a way to guarantee higher 
food rations both to miners and their 
families. Officials are counting on im- 
ports from the U.S. at the rate of 300,- 
000 tons a month, plus larger collections 
of food from German farms. It may then 
be possible to adopt the proposal of 
Lewis H. Brown, one of a group of U. S. 
businessmen who investigated the Ruhr 
at the request of American authorities. 
Brown’s idea is to give Ruhr miners a 75 
per cent increase in rations in return for 
a 50 per cent increase in coal production. 

A place to live presses food as a claim- 
ant for top priority. About half the 
miners need decent housing. Problem is 
to utilize labor and materials already at 
hand in the Ruhr. At present, authority 
for doing something about miners’ hous- 














ing rests in half a dozen offices, some 
German, some British. Solution urged by 
the U.S., and expected to prevail, is to 
put responsibilities directly under the 
German manager of the mines. 

Pump priming for Ruhr industries 
ranks close to food and housing in pri- 
ority. Idea is to use U.S. raw materials 
and equipment to rehabilitate Ruhr 
mines and transport facilities until the 
industries of the region can themselves 
take over. Normally, industries of the 
Ruhr supply the steel, railroad equip- 
ment, mine supplies and heavy ma- 
chinery for most of Europe. 

U. S. dollars, as well as American food 
and raw materials, are relied on to re- 
vive coal and industrial production in 
the Ruhr. An advance of dollars is to 
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Rm: | this grim land lies the hope of prosperity for the people of Western Europe 


finance heavy imports until Ruhr exports 


unions, British Socialists, American cap- 


~Keystone 


This leaves roughly 15 million tons 


4 of coal and industrial production can be- _ italists and French nationalists who fear unaccounted for. Only explanation U. S. 
gin to pay off this debt to the U. S. the revival of German strength. investigators can offer is that this amount 
Financial crisis in Britain now puts Problem for the manager will be to of coal stays outside legal channels, ends 
most of this load on the U.S. Treasury. see that coal is not only produced but up in the black market where its value 

j But American businessmen, in any event, distributed according to plan. In partic- in barter is high. 


are on record in support of large outlays 
of dollars for Western Germany. They 
see revival of the Ruhr as basic to Euro- 
pean recovery and as part of the cost of 
the Marshall Plan. 
@ Recovery in the Ruhr, once the new 
Anglo-American plan is perfected and 
agreed to, then hinges on German ad- 
ministration and Allied supervision. 
Problem for the Allies will be to find 
a German manager who is qualified tech- 
nically, carries no Nazi taint, and will be 
equally acceptable to German trade 


ular, he will run into the fact that more 
than 20 per cent of the output currently 
is disappearing into the black market. 
Out of total production conservatively 
estimated at 60 million tons this year, 
analysis by expert observers forecasts this 
distribution: Exports, no more than 10 
million tons; railroads, 15 million; steel, 
6 million tons, assuming steel output of 
4% million tons, which is on the opti- 
mistic side; other industries, not above 
10 million tons; heating for homes, 4% 
million tons. 


Yet if these 15 million tons now disap- 
pearing into the black market were 
channeled into exports, the total would 
approach the prewar average of 29 mil- 
lion tons. 

U.S. hopes are on business manage- 
ment of the Ruhr. In time, heavy im- 
ports of American food and supplies are 
counted on to help check the black 
market. Increased coal exports from the 
Ruhr, in turn, are then expected to re- 
duce need for U.S. dollars and speed 
recovery in the Marshall Plan area. 
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CHANNELING STEEL SALES FOR 


Controls that will allow exports only for 


essential purposes, not in conflict with 


U.S. policy, and protect domestic needs 


The U.S. Government now is to have 
the final say on what countries get Amer- 
ican steel. Russia can expect less. West- 
ern Europe will get more. That fits in 
with the Marshall Plan. 

@ Behind the U.S. decision to resume 
the direction of steel exports are such 
things as these: 

Steel pipe, needed and wanted by the 
U.S. oil industry, has been going to 
Russia. 

Sheet steel, needed to build U. S. auto- 
mobiles, has been flowing out to supply 
the war-expanded industries of Canada 
and Latin America. 

Steel for housing has left the U.S. in 
answer to the speculative construction 
boom in Latin America. 

The result is that steel products anx- 
iously sought by American business have 
been going abroad with no attempt by 
Washington to see that they go where 
they are needed most. That's to be 
changed now. 

Beginning October 1, the U.S. Gov- 

ernment will begin insisting that Ameri- 
can exports of steel are to be allowed 
only for essential purposes that do not 
conflict with U. S. policy. 
@ Maldistribution of American steel ex- 
ports during the last year has created 
some embarrassing results for the U.S. 
Department of State. 

Europe is the area where distribution 
has been most out of balance. 

Europeans have a hard time trying to 
reconcile American steel exports with 
American Government policy. Allies of 
the U.S. in World War II note that one 
out of every four shiploads of steel for 
Europe in 1946 went to former neutrals, 
Eire, Switzerland, Spain, Portugal, the 
Azores and Sweden. None of these suf- 
fered any appreciable damage in the war. 

The countries of Western Europe, now 
at work on the Marshall Plan, are won- 
dering if the U.S. will continue to allow 
13.5 per cent of its steel shipments to 
Europe to go to the countries behind the 
Iron Curtain, where Russia is trying to 
organize a rival plan. 

Nearly all of the European countries in 
Russia’s sphere of influence have im- 
ported steel from the U.S. in recent 
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months. Although the amounts usually 
have been small, they have been showing 
a tendency in some cases to increase 
rapidly. 

Largest buyer in the Soviet group, ex- 
cept for Russia herself, is Finland, whose 
steel imports from the U.S. jumped from 
$104,716 in April, to $757,000 in May, 
to $818,270 in June. It is probable that a 
large proportion of such imports even- 
tually find their way to Russia as repara- 
tions in the form of manufactured goods. 

Albania, whose Government outdoes 
all others in vilifying the U.S., received 
an average of only $2,500 worth of steel 
per month from the U. S. during the first 
quarter of 1947. In April, Albania 
stepped that up to $33,000; in May to 

70,000. 

Tiny Albania actually bought more 
steel from the U.S. in May than Greece 
did, although the U.S. is supporting 
Greece in the dispute between the two 
countries. 

Yugoslavia, principal opponent of U. S. 
policy in the Balkans, also has regularly 
been buying American steel. 

Western Hemisphere, especially Latin 
America, is taking the bulk of U. S. steel 
shipments abroad. And the country in 
Latin America that is buying most steel 
now is Argentina, which requires record 
amounts to carry out her ambitious Five- 
Year Plan of economic and military ex- 
pansion. 

Mexico also has been taking large 
amounts of American steel for her rapid- 
ly expanding industrialization and con- 
struction boom. 

Canada is buying far more U.S. steel 
per capita than any other country in the 
world, in spite of the fact that her own 
capacity for steel output was more than 
doubled during the war. Since the U. S. 
requires no export licenses for shipments 
of steel to Canada, the volume of such 
shipments is limited only by the Cana- 
dian Government's import controls, 
which allow large amounts to come in. 

Canada can use every ton of steel she 
can get in order to feed the manufactur- 
ing industries which expanded rapidly 
during the war. Comparatively new fac- 
tories, making such things as automo- 


VITAL USES 


biles, stoves and farm machinery, make 
a heavy demand on American steel. 

@ What’s to be done. Under the revised 
controls on U.S. steel exports going into 
effect October 1, an attempt will be made 
to harness a part of the United States’ 
tremendous steel capacity to the nation’s 
international policy. 

Destinations of U.S. steel are to be 
regulated much more closely. There are 
to be fewer shipments to countries whose 
needs are not urgent. In Europe, the 
Molotov area is to get less; the Marshall 
area is to get more. 

To safeguard home needs and still 
meet the requirements of the Marshall 
Plan, a substantial amount of American 
exports may have to be diverted away 
from Latin America and Canada and 
channeled into Western Europe. That 
would be a jolt to the Good Neighbor 








Policy, but the U. S. Department of State 
already is telling Latin-American diplo- 
mats that the Marshall Plan will have to 
come first. 

End use of the steel the U.S. exports 
also is to be watched much more closely. 
Importing countries, with the exception 
of Canada, will have to show that they 
intend to use the steel for really essential 
production. Preference will be given to 
shipments going into undertakings that 
will do the most for European recovery. 

Probably the highest priorities will be 
given to projects that will help to raise 
Europe's own steel output. For it takes 
steel to make steel. In order to raise her 
own production of the metal and thus 
become less dependent on the U.S., 
Europe first will need coal-mining ma- 
chinery; large amounts of rails, steel 
plates and heavy bars to rehabilitate her 
railways; structural steel for bridges and 
even steel for rebuilding steel mills. 
Given a substantial push from the U. S., 
the steel industries of Europe could once 
again roll under their own power as 
they did before the war. 

@ Trouble is ahead for the new steel 
export policy of the U.S., however, if 
the acute shortage of steel continues at 
home. Pressure to reduce steel exports 
is mounting. Many industries in the 





Government controls are 
coming back on American 
steel exports . . . Sales 
abroad will be fitted into 
the Marshall Plan. . . Be- 
hind this decision is a 
significant record show- 
ing what countries have 
been buying up steel since 
the war ended. 











U.S. are clamoring that the high rate 
of exports now prevailing is taking too 
much steel away from domestic con- 
sumers and adding to inflation. 

The U.S. now is exporting more than 
10 per cent of all the steel she produces. 
Although the proportion of exports 
jumped even higher under the stimulus 
of wartime Lend-Lease, the present rate 
is exceptionally high for a peacetime 
year, as the accompanying chart shows. 

Although the percentage of all steel 
products exported is 10.6, the proportion 


SCARCE STEEL: 
A Bigger Share of U.S. Production Goes Abroad 


of exports of many scarce types of steel 
is much higher. 

Automobile industry is hit hardest by 
the steel shortage. At present, the lack 
of steel is holding down automobile pro- 
duction to a level far below capacity, and 
thousands of workers in the industry 
are periodically threatened with tempo- 
rary unemployment due to shutdowns. 

Petroleum industry in the U.S. sees 
danger in the high rate of exports of 
tubular steel, needed in the U. S. for pipe 
lines and refineries, and of steel plates, 
needed for building storage facilities and 
railroad tank cars. 

One of the big buyers of types of steel 
needed by the petroleum industry has 
been Russia. Venezuela, Colombia, Mex- 
ico and Saudi Arabia also are big takers, 
but a large proportion of the material 
goes to American-owned subsidiaries. 

Housing in the U.S. also feels the 
pinch of the steel shortage. Some mem- 
bers of the construction industry claim 
that part of the high cost of housing is 
due to heavy U. S. exports of such build- 
ing items as pipe, nails and concrete re- 
inforcing bars. 

If the steel shortage continues into the 
Marshall Plan period, which may begin 
next year, the U.S. may find its plans to 
export more steel to Europe in trouble. 
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U.S. INFLUENCE IN GREEK ECONOMIC LIFE 


Americans’ increasing responsibility for 
management of trade and finance. Differing 
views of aid Mission and Athens officials 


Reported from ATHENS 


Americans now are taking responsibili- 
ty for running many phases of the Greek 
Government. 

United States aid to Greece already 

goes far beyond furnishing $350 million 
for military and civilian supplies, al- 
though only six weeks have elapsed since 
Dwight P. Griswold, chief of the U.S. 
aid mission, arrived in Athens. 
@ What the U.S. is doing in Greece is 
described in a radio dispatch from John 
W. Mowinckel, World Report's staff cor- 
respondent in Athens. Here are the ac- 
tivities of the American Mission: 





ANCIENT ROADS: The Greeks wanted to make them do 
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Greek trade with other countries is 
completely controlled by U.S. advisers. 

Labor peace depends on the kind of 
wage formula the Americans recommend. 

Public works are authorized or dis- 
allowed according to the wishes of the 
Griswold Mission. 

Basic rations of food and consumer 
goods are controlled by U.S. experts. 

The Greek budget for this year is be- 
ing framed by Athens officials taking ad- 
vice from Americans 

Government spending is subject to a 
veto of the U.S. Mission. 


~Acme 





A new tax system is being worked out 

on lines suggested by Americans. 
@ The net result is that the U.S. is in 
fact running the economy of Greece. By 
and large, Greek officials give full co- 
operation, but at times U.S. advisers 
have to overrule Greek ideas that do not 
fit in with U. S. plans. 

Imports that Greece needs to stay alive 
are now paid for entirely out of the 
American aid fund. 

When Griswold arrived in Athens on 
July 14 he found the Greek Treasury had 
exhausted its dollar reserves, needed to 
buy food and other vital supplies. The 
U.S. administrator immediately made 
available $5 million in cash for imports 
to prevent collapse of the country’s living 
standard. 

Labor problems are being dumped on 
Griswold’s shoulders by Greek officials, 
who managed to postpone strikes until 
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HUNGRY CHILDREN: For them, shiploads of food, clothing 











The U. S. is getting more 
and more deeply involved 
in Greece . . . American 
experts are taking a hand 
in Greek taxes, wages, 
Government spending, 
trade . . . The problem 
ahead: How to stay out of 
Greek politics while run- 
ning Greece’s economy. 











the Americans were ready to deal with 
wage demands. 

Typical of what is happening is the 
recent settlement of demands made by 
dock workers, who unload supply ships 
from the U.S. The workers received a 
pay increase in return for their agreement 
to work harder and more efficiently. To 
cover the cost of the new wage scale, port 
charges were raised. This increases out- 
lays from the Greek Treasury, which, in 
last analysis, are underwritten by the U.S. 

Merchant seamen, tobacco workers and 
civil service employes have been saving 


STRIFE IN THE NORTH: The U. S. is finding 


up their grievances to present to the 
American Mission. 

Reconstruction of war-damaged 
houses, transport system and ports is pro- 
ceeding according to priorities set by the 
Americans. 

Greek politicians favor projects, like 
housing, that show immediate results 
which voters can understand. American 
experts, however, with $48 million to 
spend in reconstruction in Greece, want 
to improve the nation’s basic facilities. 
The U.S. experts, through their purse- 
string control, are winning the argument. 
Thus, priority projects include recon- 
struction of ports, railways and the anti- 
quated network of roads. While the 
Greeks would like to spend nine million 
dollars on housing, the U.S. Mission is 
allowing only two million for this ac- 
tivity. A Greek proposal to build a chain 
of civil airports has been killed entirely. 

The U.S. schedule includes $10,300,- 
000 for roadbuilding, for which Greece 
proposed spending only $1,500,000. 

The Greek Treasury is being run now 
on advice from Griswold’s Mission. 

A Currency Control Committee, which 
includes American and British repre- 
sentatives, passes on all payments to 
other countries and regulates the volume 
of money turned out by the printing 
presses. The aim is to safeguard what re- 


it hard to keep out of the embroilment 


mains of the value of Greek currency. 
To complete the picture, U. S. experts and 
Greek officials are working out an annual 
budget to be based on income and ex- 
penses of about $554 million, the same 
amount recommended four months ago by 
Paul A. Porter, who surveyed Greek eco- 
nomic conditions for President Truman. 

Prices, paced by a runaway black mar- 

ket, still are too volatile for American 
control. But the U.S. Mission hopes to 
affect the price structure by pumping in 
shiploads of food and consumer goods 
and by seeing that they go to the im- 
poverished Greeks who need them in- 
stead of into the black market. 
@ Still outside American jurisdiction, 
nominally, are two vital aspects of Greek 
government—politics and military strat- 
egy. But even here pressure of events is 
increasing U. S. responsibility. Politically, 
Griswold is the most influential individual 
in Athens. 

With U.S. Army transports now car- 
rying $18 million in military supplies to 
Greece, U.S. influence on Greek Army 
policies is hard to avoid. Greek crews 
for U.S. Navy patrol craft will train in 
the U.S. 

@ The outlook is that the U.S., in ad- 
ministering its $350 million investment 
in aid to Greece, will assume increasing 
responsibility for running Greek affairs. 
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FAILURE OF BRITISH DRIVE 
TO RECRUIT MORE LABOR 








Discovery in survey that few of 1,500,000 
persons not engaged in productive work 
are suitable to perform industrial jobs 


Reported from LONDON 


Great Britain’s search for more labor 
to man essential industries is not produc- 
ing the additional workers her factories 
require. 

It now turns out that the “spivs and 
drones” who operate betting halls, night 
clubs and other such enterprises are not 
going to be forced into factory overalls. 

Further, a close combing of the 1,500,- 
000 or more Britons who are not doing 
productive work uncovers very few suit- 
able for industrial jobs. 

The result is that Britain’s hunt for 
more factory labor is back where it 
started August 6. Since Prime Minister 
Clement V. Attlee’s “dollar crisis” speech 
on that date, no new pool of British 
labor has been found to meet quickly the 
urgent need for more essential workers. 
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@ Business as usual” apparently is to be 
the rule for the people whom Attlee de- 
scribed as “spivs and drones.” 

E. J. Drechsel, World Report staff cor- 
respondent in London, reports that Brit- 
ain’s new labor rules do not permit the 
directing of workers into essential jobs 
against their will. No decision has been 
taken to direct nonproductive workers 
into the factories because of the difficulty 
of identifying them, the size of the staff 
required to catch them and the doubt 
that such people would be capable of 
factory work even if they were willing. 

This exempts several hundred thou- 
sand persons from the labor drive. Many, 
of course, are legitimately employed in 
entertainment businesses or betting es- 
tablishments that are legal in England. 
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Football pools, for example, employ 
about 26,500 persons. The pool man- 
agers themselves are limiting new em- 
ployment to women under 19, over 40 
and to in-between ages only after appli- 
cants have applied to the local employ- 
ment exchange for more essential work. 
A breakdown of pool employes shows 
that 30 per cent are married women, 25 
per cent are women under 18, eight per 
cent are men of whom one fifth are dis- 
abled. 

Bookmakers and their employes in 
England are believed to number about 
180,000. Every British town and village 
has a bookmaker, usually with at least a 
clerk and a messenger. In larger towns, 
the average bookie employs five persons. 

Entertainment and_ sports, employ 
181,000. The number of persons en- 
gaged in these activities has increased 
by 50,000 since the war ended. 

Unearned income supports about 250,- 
000 taxpayers, but few of them are fit 
for industry. Most are in the high-age 
groups, or otherwise lack the stamina 
for a job on the production line. 

Menservants of working age in Britain 
number 30,000. So far, the Government 
is making no move to take them out of 
the private homes where now employed. 

Beyond reach is the bulk of the 1,500,- 
000 Britons whom Government rolls list 
as of working age but not working. 
These include 20,000 Army deserters who 
cannot be found; 54,000 totally disabled 
pensioners; 666,000 partially disabled; 
72,000 persons in mental institutions; 
20,000 in prisons; 50,000 university stu- 
dents and 25,000 in Government train- 
ing projects. 

Actual loafers and shady characters 
who are dodging the labor drive prob- 
ably number no more than 100,000. The 
Government believes that few of them 
would be useful in factory work. 
| What these figures show is that Brit- 
ain may have to enforce a full draft of 
labor to solve once and for all her 
shortage of essential workers. 

“Without compulsory direction, very 
tew of these people voluntarily will enter 
another job,” Correspondent Drechsel 
reports. “Many are not fitted by tempera- 
ment, by education or by physique for 
industrial jobs, and most of them are 
probably not registered with labor ex- 
changes.” 

If the labor drive is to succeed, some 
London officials believe, the Labor Gov- 
ernment will have to shut down indus- 
tries that do not contribute to the na- 
tion’s export income, shift workers by 
Government direction to coal mines, 
steel mills, textile factories and other 
vital industries. 
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PROJECT FOR MAKING JAPAN 





SELF-SUPPORTING BY 1951 


Use of loans to pay for raw materials until 
factories are producing for export. Fighting 


in China and Java that blocks off best markets 


Reported from TOKYO 
and WASHINGTON 


Revival of Japan’s world trade at a 
rate that will make the nation self-sup- 
porting by 1951 now is the goal of 
the U.S 

One by one, the barriers to increasing 
Japan’s industrial production are being 
eliminated, mainly through the prodding 
and assistance of U.S. occupation au- 
thorities. Coal output is climbing slowly, 
chances are good for a bumper rice crop 
and Japan’s hungry factories are going 
to get more raw materials. 

U.S. occupation officials guiding the 
recovery program are not overly optimis- 
tic as to its success. Even if the plan 
works, Japan will not be the powerful 
trading nation she was before the war. 
@ A revolving fund of close to $500 
million is being set up by General Mac- 
Arthur's headquarters to finance pur- 
chases abroad of raw materials that will 
help Japan revive her industrial output. 
The fund is made possible through an Al- 
lied agreement to use as security Japan’s 
precious metals and gems held in occu- 
pation custody. Private loans, obtained 
abroad by using this hoard as collateral, 
will finance Japan’s purchases of vital 
raw materials for at least the remainder 
of 1947. Loans will be repaid out of the 
revenue from exports. 

@ Seven key imports, exclusive of food, 
are expected to be made available in in- 
creasing quantities. All are raw materials 
vital to expansion of industrial output. 

Raw cotton, needed to keep Japan’s 
cotton mills from closing down, will rep- 
resent the largest overseas purchase. 
Most of the cotton will continue to come 
from the U.S., but India, Brazil and 
Egypt also are expected to get some of 
Japan’s business. 

Coking coal, needed to increase steel 
production, is to be purchased out of the 
revolving fund. China is the closest 
source, but if she is unable to supply 
hard coal it may be necessary to import 
it from the U. S. 

Iron ore is to be imported to augment 
Japan’s existing supply and to help in- 


crease steel production, which now is 
but a fraction of the prewar normal. 

Raw wool will be purchased in larger 
quantities. Only a fraction of Japan’s 
woolen mills now are operating, using 
emergency supplies provided by Aus- 
tralia and China. 

Industrial salt, needed in rayon pro- 
duction, is to be obtained from South 
China and the Red Sea area. 

Wood pulp, now scarce in Japan de- 
spite abundant forests, will be sought for 
rayon and paper industries. Some of it 
may be supplied by the Russians from 
Siberia or the Kurile Islands. 

Natural rubber is to be bought in larg- 
e: quantities. The British have large 
stocks in Singapore and in turn will buy 
Japanese textiles. Japan needs rubber for 
such items as tennis shoes and belting. 
@ Ready markets await Japan in the Far 
East as a result of demands built up dur- 
ing the war. Her ability to regain and ex- 
pand these markets depends on whether 
there is a peaceful and prosperous Asia. 


The Asiatic peoples, U.S. _policy- 
makers emphasize, cannot shoulder a 
rifle and also produce the raw materials 
with which to buy the output of Japan’s 
factories. Today there is fighting in three 
of Japan’s best prewar markets—China, 
French Indochina and the Dutch East 
Indies. 

If order can be restored in the Far 
East, Japan will be in a position to build 
up a favorable trade balance by 1951. 
She is the only nation with the factories, 
technicians and cheap labor to produce 
commodities needed by the people of 
Asia at prices they can afford. Japanese 
labor costs, while higher than before the 
war, still are low by Western standards. 

Textiles appear likely to be Japan’s 
main source of revenue in the future. 
Last year she exported 400 million yards 
of cotton cloth, but that was less than 
25 per cent of what she sold abroad in 
1934. With sufficient raw cotton for her 
mills, she hopes to increase production to 
two billion yards within a few years. 

Machinery and metal products are re- 

garded by occupation officials as the sec- 
ond source of Japan’s trade revenue. Pre- 
war Japan filled most of Asia’s needs. The 
demand still is strong for such items as 
bicycles and farming tools. Later, as 
Asiatic nations industrialize, Japan may 
supply them their machinery. 
@ The biggest obstacle to revival of 
Japan’s export trade—raw materials— 
gradually is being removed. Occupation 
officials also are eliminating barriers to 
private trading. If the rest of Asia can 
speed up its recovery, Japan eventually 
may regain the bulk of her peacetime 
markets in the Far East. 





~Acme 


GETTING BACK IN STRIDE: There are ready markets for these clocks 
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EXPLORING POTENTIAL DANGER SPOTS 


Touring Congressmen from the U.S. 
now are out to study at first hand the 
many problems of a troubled world. What 
they see and hear is to have important 
influence on U. S. policy in almost every 
country of the earth. 

At least a third of the members of the 
U.S. House and Senate have been as- 
signed to overseas investigations. Travel- 
ing singly and in groups, they are check- 
ing up on every phase of international 
affairs. 

@ Major issues, such as relations with 
Russia, the Marshall Plan, occupation 
policies, relief and trade, are to be af- 
fected by the biggest globe-trotting pro- 
gram in the history of the U. S. Congress. 

What Congressmen learn of such is- 
sues, on the ground, will bear directly on 
their voting next winter. Significance in 
the travels is that the U.S. Congress, 
which decides how and where the U. S. 
will spend its money, is showing a keener 
interest in America’s affairs abroad. 

The travels mark a new trend within 
the Congress. Traditionally, the House 
of Representatives has devoted itself to 
domestic problems, leaving most inter- 
national affairs to the Senate. But the 
House controls Government spending 
everywhere. Now its members are mov- 
ing all around the world to get a personal 
acquaintance with the conduct of inter- 
national affairs. The information these 
travelers bring home will have a lot to 
do with next year’s appropriations. 

@ Europe, the first concern of congress- 

sional investigators, will be under the 
scrutiny of U.S. legislators for the rest 
of the year. Full committees and sub- 
committees are to examine closely a wide 
range of problems, from economic needs 
and finances to health movements and 
the morale of U.S. personnel in the oc- 
cupied areas. 

The two most important groups are a 
special committee from the House headed 
by Rep. Christian A. Herter, Massa- 
chusetts Republican, and a Senate dele- 
gation that is to explore much the same 
ground. 

The Marshall Plan is the principal in- 
terest of both of the major investigations. 
Congressmen want to return to Washing- 
ton with hard and fast facts on what 
European nations are doing to promote 
their own and others’ recovery. They 
want to learn precisely how much assist- 
ance is to be needed from the U. S. 

To get that data, the investigators will 
study conditions in all of the nations con- 
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How is the U.S. conduct- 
ing itself in world affairs? 
. . - More Congressmen 
than ever before are go- 
ing abroad to find out... 
What they decide will 
bear directly on the Mar- 
shall Plan, on relations 
with Russia, on all future 
American policies. 











cerned. Industry, agriculture, finances 
and other economic problems are on the 
list for examination by several imvesti- 
gating groups. 

The surveys mean an extended tour for 
members of Congress. Some time is 
needed in London to check up on British 
and Dominion finances. France, Belgium, 
the Netherlands and Luxembourg also 
are to get critical attention. The agricul- 
tural status of all Western Europe is a 
parallel, though separate, line of study. 

Danger spots in the area of conflict be- 
tween U.S. and Soviet interests figure im- 
portantly in the investigations planned or 
underway by the traveling Congressmen. 

The need and effectiveness of U. S. aid 
to Greece and Turkey are being explored 
to provide the law-makers with a clearer 
insight into the explosive situation in the 
Soviet-dominated Balkan states. 

Trieste is a specialized aspect of the 
problem of U.S.-Russian relations. The 
possibility of British withdrawal from 
the Trieste area, plus Yugoslav trucu- 
lence, makes the continued presence of 
U.S. troops there a calculated risk. Con- 
gressional fact-finders mean to find out 
how risky it is. 

In the occupied zones of Germany and 
Austria, the conflict of U.S. and Soviet 
interests is again paramount. 

Congressmen, on the ground, are try- 
ing to find out what will be required to 
enable the merged British and U. S. zones 
to stand on their feet. They also intend to 
look into a multitude of other things. 
They want firsthand knowledge on the 
present state of U.S. defenses there and 
the status of the U.S. occupying forces. 

Also down for investigation are such 
matters as the plight of displaced per- 


sons, the related question of immigza- 
tion to the U.S., disposal of the surplus 
war equipment still remaining, and the 
wisdom of currency reforms for the oc- 
cupied areas. 

@ Conditions in Russia were originally 
listed for study, but it now seems unlikely 
that Congress can expect much firsthand 
information on that score. Moscow al- 
ready has rejected the request of a House 
investigating group for visas to enter the 
Soviet Union, and their trip has been 
called off. A Senate subcommittee that is 
to leave in October still has Russia on its 
itinerary, although the necessary visas 
have not yet been secured. 

From inside Russia, Congress had 
hoped to gain an idea of the effective- 
ness of the State Department’s “Voice of 
America” broadcasts and informational 
program. It now appears, however, that 
whatever reports go to Capitol Hill on 
the subject will be based on investigators’ 
findings in countries lying between the 
Iron Curtain and the Soviet frontiers. 

@ The Middle East ranks close to Eu- 
rope in immediate importance for the 
investigating teams. The reason is oil. 

Congress is frankly concerned about 
the depletion of U. S. oil reserves and the 
localized shortages that already are both- 
ering the country. U.S. firms are in the 
midst of an ambitious program to make 
the Middle East an important new source 
of supply, but Russia also is manifesting 
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a pointed interest in acquiring a share in 
the area’s resources, particularly in Iran, 
where friction already exists between 
Moscow and the Western powers. 

Besides the oil question, there are the 

problems arising from the decline of 
British power in the strategic Mediter- 
ranean area, and the increasing impor- 
tance it has assumed in U. S. defense cal- 
culations. 
@ Asia and the Pacific provide another 
major field for the congressional tourists. 
The subject matter for investigation cen- 
ters mainly on political, economic and 
security considerations. 

Congressional concern about the status 
of defenses in U.S. island outposts is 
demonstrated by the fact that Hawaii, 
Kwajalein, Guam and Okinawa are on 
the itinerary of an Armed Services Com- 
mittee charged with checking up on mili- 
tary efficiency. 

‘ Congress also expects its investigators 
to provide a comprehensive report on the 
situations in China and Korea, two trou- 
ble spots that are to require attention in 
the months ahead. It is not yet certain, 


however, whether the investigators will 
be able to enter the Soviet-occupied zone 
of Korea. 

Linked with the China-Korea survey is 
the scheduled study of Japan and the 
U.S. forces occupying it. The approach- 
ing discussions on terms for a Japanese 
peace treaty give urgency to the infor- 
mation the investigators hope to develop 
for congressional use next session. 

Inquiries in the Pacific area, projected 
or under way, extend to a variety of other 
subjects. As in Europe, there remains the 
question of war surplus goods yet to be 
disposed of. A study of the sugar trade 
involves the Philippines. So, too, does the 
planned checkup on U.S. bases in the 
Islands which is to take a congressional 
group to Manila, where its members also 
can bring themselves up to date on the 
progress of the new Republic's recovery. 
@ The Western Hemisphere is occupy- 
ing the smallest contingent of the in- 
vestigating teams at work. A peaceful 
note predominates in these assignments. 

Canada and Alaska get attention in 
Congress’s effort to find ways and means 
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of coping with the newsprint shortage. 
The sugar inquiry brings Cuba into the 
picture. More facts are sought on how 
the U.S. can co-operate with Mexico in 
wiping out the foot-and-mouth disease 
that keeps Mexican cattle from supple- 
menting U.S. supplies at a time when 
meat threatens to get scarcer. 

In the South American sphere, surveys 
slated for the coming month are con- 
cerned with methods of promoting Pan- 
American co-operation, the advisability 
of arms uniformity, and other kindred 
matters. 

@ Results of all this congressional activ- 
ity will be to make the next session well 
acquainted with external affairs. 

It is impossible to forecast now how 
the numerous investigations will affect 
congressional votes on the various prob- 
lems next year. But it is certain that the 
influence of the overseas missions is to 
be lasting, for next year most members of 
Congress will be too preoccupied with a 
presidential election campaign to spare 
any time for follow-up trips to study con- 
ditions elsewhere. 
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A CUSTOMS UNION FOR WESTE N EUROPE? 


Talk of supplementing Marshall Plan with 


long-range attack on trade barriers. Many 


practical obstacles to realization of dream 


Reported from PARIS 
and WASHINGTON 


Free trade inside Western Europe is 
beginning to figure as a long-range con- 
dition of U.S. aid under the Marshall 
Plan. 

@ Called a customs union, the idea in- 
volves an attack on barriers that now 
hamstring trade between European 
countries and hold back recovery. UIlti- 
mate goal would be a continent as free 
from internal tariffs as the United States. 

Immediate purposes aim both at Eu- 
ropeans and at the U.S. Congress. One 
motive is to convince skeptical Congress- 
men that Europe is willing to undertake 
drastic steps to help herself. Another is 
to give Europeans themselves a long-term 
goal likely to excite their imagination 
and arouse their hopes. 

As presented to the U.S., the project 
of the 16 nations is expected to take the 
form of a, pledge to work toward a cus- 
toms union. No promise that it will be 
accomplished overnight is looked for. 
Present intention of European leaders at 
Paris is to offer a customs union as a dis- 
tant objective, frankly difficult to reach, 
but worth a prominent place in the Mar- 
shall Plan as Europeans see it. 

U.S. attitude toward such a provision 
in the Marshall Plan is officially neutral, 
but unofficially sympathetic. Some Wash- 
ington officials are credited in European 
capitals with having inspired the idea. 
@ Basic plan underlying the current talk 
of a customs union for Western Europe 
is simple to describe, hard to achieve. 

First steps involve an agreement 
among neighboring countries to lower 
tariffs between each other more than 
they reduce the barriers to trade with 
nations outside the union. Result is to 
create a protective wall behind which 
members of the union develop their own 
resources more fully, at the same time 
warding off competition from outsiders. 

Later steps, at least in theory, call for 
complete freedom of trade inside the 
customs union. Thus, trade between 
France and Belgium, for example, would 
flow unimpeded by tariffs, export or 
import licenses, or limitations by quota. 

In practice, however, freedom of trade 
to this extent would involve much more 
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than elimination of tariffs, licenses and 
quotas. The partners also would have to 
follow common policies with respect to 
foreign exchange, prices, wages, freight 
rates, currencies and taxes. From there 
it would be only a short step to a com- 
mon policy in political as well as eco- 
nomic matters. 

What this all adds up to, when ap- 

plied to Western Europe, is something 
that strongly resembles the free trade 
area known as the United States. Some 
European leaders, it is known, have this 
idea in the back of their heads. 
@ Advantages that Europeans see in a 
customs union are like those already en- 
joyed by business, labor and agriculture 
inside the U. S. 

Absence of tariffs among the 48 States 
permits labor, goods and money to flow 
with relative ease from one part of the 
country to another. State barriers do not, 
in most cases, add to the cost of produc- 
ing or consuming goods. 

Common policies, applied by the Fed- 
eral Government, further carry out the 
idea of the customs union. As Europeans 
see it, business in the U.S. has the ad- 
vantage of operating under comparatively 
uniform policies on prices, wages, taxes, 
currency and freight rates. And the rela- 
tions between the U. S. and other nations 
are determined at one place, Washington, 
rather than each of the 48 State capitals. 
@ Extent of the proposed customs union 
ot Western Europe is shown on the ac- 
companying map. The 16 countries now 
represented in the Marshall Plan talks 
at Paris are included, together with 
Western Germany and Austria. Spain, 
although at present excluded from the 
Paris conference, is also included in the 
map. Russia and her satellites are not 
assumed to be probable members of any 
Western European union in the near 
future, though officially the door may be 
held open for their admission later. 

Comparison of this customs union with 
the United States gives an idea of its 
importance in world trade. On an area 
about two fifths that of the U.S., but 
with a population 87 per cent larger, a 
Western Europe customs union could 


account for nearly half the total trade 
of the world. This is on the basis of 
prewar exports and imports. Approxi- 
mately three fifths of this trade would 
be inside the customs union itself. 

@ European model for a customs union 
already exist. It is called Benelux, from 
the names of the three members—Bel- 
gium, the Netherlands and Luxembourg. 
As a first step, they have agreed to a 
common tariff schedule. They still use 
export and import licenses, but their 
internal tariff wall is lower than the one 
that surrounds them. Ultimately, they 
hope for a complete customs union, in 
which the economic frontiers among 
them will disappear completely. 

For a century, leaders in all three 
countries have argued for a customs 
union. An attempt to get one under way 
was wrecked by the depression of the 
early 1930s. Before World War II had 
ended, however, the governments-in- 
exile in London had agreed to try again. 
This time, they look to the Marshall 
Plan to support the customs union idea 
as a means of restoring Europe to eco- 
nomic health. Representatives of Bene- 
lux at Paris are leading proponents of a 
continental union. 

Difficulties ahead of Benelux are not 
concealed. William H. Lowe, staff cor- 
respondent for World Report in Paris, 
radios that Benelux officials recognize 
obstacles that have yet to be overcome. 
Dutch trade has to catch up with Belgian 
before final economic union can begin. 
Both countries need a revived Western 
Germany as a market and a source of 
imports. And the Dutch problem in 
Indonesia remains a handicap to the 
internal economy of the Netherlands. 

“But the fact that both countries agree 
that final union will benefit them in the 
long run,” Lowe finds, “makes the job 
ahead easier. As one example of a will- 
ingness to co-operate, each country has 
already made important concessions to 
the other. The Dutch have agreed to 
abandon plans for developing a glass 
industry, which would have competed 
with a long-established industry in Bel- 
gium. The Belgians, in return, have rec- 
ognized the prior interest of the Dutch 
in shipping.” 

@ Obstacles of extraordinary complexity 

nevertheless lie ahead of both Benelux 
and Western Europe generally before a 
customs union can be a reality. 

Questions of defense arise as soon as 
sovereign nations begin to discuss pooling 
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their economic resources. British and 
French progress toward economic union 
recently bogged down for this reason. 
British proposals to center tractor pro- 
duction in England collided with French 
desires to keep a large tractor industry 
in France which could be used as a re- 
serve for tank production in time of war. 
For similar reasons, England objected 
to concentration of the watch-making in- 
dustry in France. 

Questions of external policy are among 
the reasons why France and Benelux 


currently have been unable to get to- 
gether on a customs union. France fears 
industrial revival in Western Germany. 
Benelux advocates it. Thus, political as 
well as economic differences remain to 
be overcome. 

Two special situations, in addition, 
stand in the path of a European customs 
union. If Britain joins, there is the diffi- 
cult question of including or excluding 
the entire British Commonwealth, now 
operating within a preferential tariff 
system of its own. If, on the other hand, 


Russia and Eastern Europe are excluded, 
there is the possibility that Moscow might 
retaliate with political and economic 
measures that could assume damaging 
proportions. 

@ Planners at Paris, however, hope that 
the obstacles and uncertainties can be 
postponed, to be dealt with later. Main 
idea now is to convince the United States 
that Europe is ready to do whatever is 
necessary to achieve recovery, even if 
this means submerging national rivalries 
in a customs union. 


How Western Europe Compares With the U. S. 


AREA IN COAL—MAXIMUM STEEL CAPACITY 
POPULATION SQ. MILES YEARLY OUTPUT BY 1950 
weTEN §-965 ~=—- 1,271,870 564 59 
EUROPE Million Million Tons Million Tons 
um —C(i<z41—s«3,022,387 684 92 
STATES Million Million Tons Million Tons 


SHARE IN WORLD TRADE N 1937 
IMPORTS EXPORTS 


48% 43% 


11% 13% 


*Includes all countries west of the Russian occupation zone of Germany end Austria, Great Britain, Scandinavia, Italy and Greece. 
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4 Without sufficient coal. the European machine can- 
M U ea Oo B* i not run fast enough for the Contine 


nt to prosper. That 


is why coal is the first problem to be solved by the 
N i a D FO a COA i Marshall Plan, and will be the first problem facing any 


approach to European rehabilitation. The all-impor- 





tant question is when Europe can hope to provide, by 
. her own efforts, the coal she needs. 
Prosp ect of Prod Uction | ncreases The Worldgraph shows a schedule of increase for 
° . the Continent’s coal mining that would produce a net 
To Ease Continent’s Fuel Famine surplus by 1951. The fig 


ures are based upon pre- 
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liminary estimates worked out by the secretariat of 
the European Coal Organization. Member nations of 
the Organization now have these data before them for 
consideration. Totals given represent the sum of gov- 
ernment estimates for the individual nations, except 
in the case of countries for which no official figures are 
available. For the latter, unofficial estimates are used. 
These totals cover all of Europe except Russia. 

As the first pile in the Worldgraph shows, Europe 
must get along with less than minimum needs this 
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year. The 1947 pile includes 35 million tons imported 
from the U.S. Shipments from America now are in- 
creasing and may bring this figure up to 40 million 
tons for the year. Even so, the Continent will lack 30 
million tons of the 510 million needed. 

In 1949, the experts figure, Europe can meet re- 
quirements of 550 million tons with only 25 million 
from the U. S. Then, if full co-operation continues, and 
coal requirements level off at 560 million tons, 195] 
will bring a surplus from continental production alone. 
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STRATEGY OF SOCIALISTS IN EAST EUROPE 


Basic pian to survive by co-operating 
with the Communists for social reform 
while building up rank-and-file strength 


Socialist movements are emerging as 
the main barrier to Communist domi- 
nance in much of Eastern Europe. Re- 
pression of right-wing elements is leav- 
ing the Socialist parties as the only 
organized groups capable of compet- 
ing effectively for political leadership. 
WORLD REPORT'S Staff Correspond- 
ent, Robert Kleiman, made an on-the- 
ground study of this development 
during a four-month tour of Russia, 
Bulgaria, Romania, Austria and Hun- 
gary. His report follows: 


OCIALIST COMPETITION with the 

Communists in Eastern Europe has 
taken place thus far largely behind the 
scenes. Socialist leaders are participat- 
ing in coalition governments. They are 
co-operating with the Communists on 
common programs of economic and 
social reform. They are interposing few 
obstacles to Communist efforts at’ split- 
ting, weakening and suppressing right- 
ist groups. That is why so little has been 
heard of their independent activity. 

What the Socialists have been doing 
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is to move with, rather than against, 
the Communist-guided pattern for East- 
ern Europe. In its economic form, it 
amounts to a revolution with which the 
Socialists agree. Politically, by moving 
with the tide, they have avoided a di- 
rect clash with the Communists or with 
Soviet occupation forces. 

In Romania, Hungary and Poland, 
as well as in Czechoslovakia, the So- 
cialists have been able to place their 
adherents in key government posts and 
in jobs as managers of state-owned fac- 
tories. They have been able to publish 
their own newspapers, protect their 
followers from police intimidation and 
campaign openly for support. 

The Socialists have succeeded in or- 
ganizing units throughout the trade- 
union field and in assuming leadership 
of major unions. Among industrial 
workers and white-collar groups, their 
strength in many cases equals or ex- 
ceeds that of the Communists. 

Similar successes have been scored 
by the Socialists in the important youth 
movement, among intellectuals and 





within government agencies. They have 
multiplied their membership many 
times. They have developed new lead- 
ers in the grass roots and have consoli- 
dated their loose structure of sym- 
pathizers into compact political organi- 
zations, nationally and locally. 

The Communists, as they have struck 
out for positions of control in govern- 
ment, have moved with caution in 
sponsoring reform during the last two 
years. In effect, they have adopted the 
Socialists’ program of gradual change. 
Nowhere are they following the Soviet 


._pattern of revolution. 


Pattern Set By West 


Some reforms, such as distribution of 
the estates of the landed nobles among 
millions of peasant proprietors, were 
carried out in Western Europe a cen- 
tury ago. Others, involving government 
regulation of the economy and partial 
nationalization of industry, are parallel 
to measures under way now in Britain 
and France. 

In Romania, no industries have been 
nationalized yet. In Czechoslovakia, 
where nationalization has gone far- 
thest, more than three quarters of the 
population is privately employed. Ex- 
cept in Yugoslavia and Bulgaria, this 
program of moderation has enabled the 





~ International 


WINNERS IN THE POLISH ELECTIONS: Will this marriage of Communists and Socialists end in divorce? 








22 © WORLD REPORT 


£ ntl me 5 ag ce eee aj ms 4 
aie an aaa Sig oe te ig Bisset: 


AR I Ae Cs tees A ete oe 











aan RICE aap os oS ne 


Se a te eC oe 


a 
—s 
ee 








Communists to hold the co-operation of 
most Socialists. 7 

The Socialist parties of Romania, 
Hungary and Poland have split on this 
issue, but the leaders who have broken 
away from the government have been 
unsuccessful in carrying with them the« 
party machines or trade unions. 

The government Socialists remain a 
vigorous force. In Hungary, where they 


/ are led by Deputy Premier Arpad 


Szakasits, the government Socialists 
claim 800,000 enrolled members. They 
control more trade unions than the 
Communists. So do the Polish Socialists, 
whose leader, Joseph Cyrankiewicz, 
holds the Premiership. 

In Romania, the Socialist leader, 
Lotar Radaceanu, who is Minister of 
Labor, claims that 600,000 persons are 
enrolled in his party. Top union posts 
are divided equally between Com- 
munists and Socialists on a 50-50 basis. 

Everywhere, the Communists, while 
maneuvering to strengthen their own 
positions, insist that unity of the work- 
ers’ parties is essential to deal with 
economic crisis and the rightist threat. 

The Socialists in all three countries 
have agreed to united workers fronts to 
reduce open conflict in the trade unions 
through joint policies. In Romania and 
Poland, they have accepted joint slates 
with the Communists and other govern- 
ment parties in national elections, ap- 
portioning parliamentary seats won by 
the bloc on the basis of prior agreement. 

In Hungary, where the Socialists 
have rejected joint slates, they hold al- 
most equal rank with the Communists 
within the coalition. In Romania and 
Poland, puppet parties give the Com- 
munists a controlling majority. But the 
puppet parties have no organized fol- 
lowing. The Socialists do, and they re- 
tain considerable influence. 

Now, in all three countries, the Com- 
munists are beginning to suggest merg- 
er of the two workers’ parties. The 
Socialists see this is a move to destroy 
their organizations by absorption into a 
Communist-controlled party. 

The Socialists seek to forestall emer- 
gence of one-party government on the 
Soviet pattern. Their ultimate objec- 
tives are two-fold: A Socialist economy 
and a democratic political system. 

The Socialists of Eastern Europe con- 
sider rightist groups a threat to both 
objectives. Except for Czechoslovakia, 
their countries lack a democratic tradi- 
tion. Their populations, which in good 








Socialists of Eastern Europe are playing a risky game 
of politics with the Russian-backed Communists . . . The 
outcome can influence the whole pattern of world power 
... Socialists are trying to go along with Communist eco- 
nomic reforms, while keeping their own political force .. . 
It is a delicate maneuver . . . If they succeed, they can 
emerge as Europe's bridge between East and West... 
Failure means a Communist sweep of Eastern Europe. 





part are politically illiterate, have been 
indoctrinated for centuries by kings and 
feudal regimes many of which co-op- 
erated with the Nazis. The Socialists 
maintain that their peoples need a long 
period of re-education before popular 
government becomes possible. 

At present, the Socialists consider 
economic issues more crucial than po- 
litical ones. Their countries are shat- 
tered economically and will still be poor 
and backward when prewar levels of 
production are regained. 


Opposition To Fusion 


Co-operation with the Communists 
assures a vigorous reconstruction pro- 
gram, and with it the Socialists are 
banking on gradual reform leading to 
socialism. Since they are not strong 
enough to go it alone, the Socialists 
have been willing to run the political 
risks of such co-operation. But they 
firmly oppose fusion with the Com- 
munists. They are determined to main- 
tain their independent organizations in 
politics, in the trade-union field and in 
the youth movement. 

On this separate existence, the So- 
cialists pin their hopes for eventual de- 
velopment of a democratic political 
system within the framework of a 
Socialist economy. The example of 
Czechoslovakia gives them hope that 
the Russians and their Communist col- 
leagues will not make this impossible. 

Soviet support, though careful and 
usually indirect, has aided the Com- 
munists in Poland, Hungary and Ro- 
mania. But the Socialists are making 
determined efforts to increase their 
strength or hold their ow n. 

In Poland, the Socialists are adding 
to their union majorities in factory elec- 
tions for workers’ councils. In Romania, 





they have thwarted Communist efforts 
to fuse Communist and Socialist youth 
movements. A struggle over control of 
the General Confederation of Labor is 
in progress. 

In Hungary, the Socialists have taken 
the initiative from the Communists on 
the nationalization issue. Urging social- 
ization of all major banks, including one 
owned by the Communist Party. They 
are competing openly with the Commu- 
nists in the current election campaign. 

Britain's Labor Government is back- 
ing the government Socialists, rather 
than the opposition groups of Socialists 
and rightists supported by the U.S. 
Opposition Socialists in Romania, led 
by Titel Petrescu, are being urged by 
the British to reunite with Radaceanu’s 
group and re-enter the Government 
coalition. While the U.S. has been 
denying food and loans, the British 
have negotiated trade agreements with 
Hungary and Poland. 

Eastern Europe's Socialists are seek- 
ing other aid abroad bv forming a re- 
gional federation with the Western- 
minded Socialists of Austria and 
Czechoslovakia. They have joined So- 
cialists of 15 Western countries in an 
informal “Socialist International.” 

Eastern Europe's Socialists believe 
that the heightening of U. S.-Russian 
tension reduces their chances for sur- 
vival. They feel that their chances are 
best in the long run if social democracy 
emerges at the top in Europe and forms 
a bridge between the U.S. and Russia. 

But as Communist pressure for po- 
litical fusion increases, the Socialists 
of Eastern Europe are placing their 
main reliance on their own organized 
strength. Though they run the risk of 
losing their own political identity, they 
think it is essential to go along with 
Communist reforms. 
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MEXICO’S SURPLUS CATTLE: 
A PROBLEM OF DISPOSAL 


Effort to develop packing industry that could 
seek European outlets to replace U.S. market, 


closed because of foot-and-mouth disease 


Reported from MEXICO CITY 
and WASHINGTON 





U.S. and Mexican experts are beyin- 
ning to win their war against foot-and- 
mouth disease among the livestock of 
Central Mexico. They have kept the dis- 
ease from spreading to the beef herds of 
Northern Mexico and the United States, 
expect eventually to wipe it out com- 
pletely. 

Full victory, if attained, will reopen 
the U.S. border to imports of half a mil- 
lion cattle a year from Mexico and will 





make livestock in the U. S. secure azainst 
infection from this source. 
@ A mechanized war is being fought 
against the scourge under the joint com- 
mand of Oscar Flores, Under Secretary 
of the Mexican Ministry of Agriculture, 
and Dr. Maurice S. Shahan, of the U. S. 
Department of Agriculture. They direct 
an army of Mexican soldiers and several 
score Mexican and U. S. technicians. 
Motorized equipment from the U. S. is 





U.S. DIRECTOR SHAHAN 
Winning a war against disease 


being used on a large scale now, re- 
placing the hand methods that were 
employed earlier. Power shovels dig 
trenches into which infected and ex- 
posed animals are driven. Bulldozers 
bury the animals after they have been 
killed and covered with quicklime. Pow- 


~-USDA 


GRAVES FOR INFECTED CATTLE: A quarter of a million animals have been killed thus far 
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er sprayers, used by follow-up crews, 
disinfect the premises. More than a hun- 
dred jeeps carry supervisory personnel. 
And four mobile maintenance units, used 
by U.S. armored forces in Europe, are 
in the field to keep equipment running. 
Tactics are designed both to stamp 
out new outbreaks and to eradicate the 
disease in areas where it is rampant. 
Fast action has smothered small out- 
breaks that have appeared north of the 
main center of infection. Thus, the dis- 
ease is being kept out of the valuable 
Hereford and Aberdeen-Angus herds of 
Northern Mexico. On the south, action 
is under way to keep the infection from 
spreading to Chiapas and Guatemala. 
Biggest center of infection is in the 
State of Veracruz, in Eastern Mexico. 
Zebu (Brahman) bulls shipped in from 
Brazil were landed there late last year. 
Although a stay in quarantine on nearby 
Sacrificios Island had indicated they were 
free from infection, the disease broke out 
shortly after they reached the mainland. 
Now, infected areas stretch across Cen- 
tral Mexico to the State of Michoacan. 
Around this district, soldiers maintain a 
strict quarantine. Inside the district, the 
work of eradication is going forward. 
Cattle killed thus far total a quarter 
of a million. In addition, large numbers 
of sheep, goats and hogs have been 


slaughtered. Soon, hunters will begin to 
destroy deer and other wild animals that 
might carry the disease out of the quar- 
antine area. 
@ A crisis is developing in the cattle 
country of Northern Mexico as a result 
of the disease. As soon as the first out- 
breaks had been diagnosed, the U.S. 
clamped an embargo on imports of Mex- 
ican livestock. Young cattle that normal- 
ly would have been shipped to the U. S. 
for fattening stayed on Mexican ranches. 

Today, a surplus of three quarters of 
a million cattle has accumulated. Feed is 
short. Ranchers fear that many animals 
will starve unless the Mexican Govern- 
ment can find an outlet for the cattle. 

A partial solution lies in slaughtering 
and processing the cattle and selling the 
meat in Mexico City and in Europe. 
Small plants are operating in Tampico 
and Juarez. Cattlemen’s associations are 
building plants at Juarez and Hermosillo, 
but are having trouble getting the equip- 
ment they need from the U.S. The Mex- 
ican Government has asked the Export- 
Import Bank to finance construction of 
plants in Chihuahua City, Guadalajara, 
Hermosillo and Juarez, but has not yet 
presented enough data to warrant grant- 
ing the loans. 

Existing plants can make little more 
than a dent in the cattle surplus. New 


plants probably cannot be completed in 
time to relieve the present crisis. But 
they may be able to reduce the surplus 
some time next year. Markets probably 
can be found in France, Belgium and 
the United Kin; '<m for all the canned 
meat that Mexican plants will be able to 
turn out. 

A brighter aspeci of the situation is the 
partial modernization of Mexican agri- 
culture. Many of the cattle being killed 
are draft oxen, the sole motive power on 
many farms in Mexico. As oxen are de- 
stroyed, the Mexican Government re- 
places them with mules and furnishes 
steel plows in place of obsolete wooden 
ones. On some of the large haciendas, 
tractors are being provided to replace 
oxen. 

@ Cost of the campaign to the U. S. thus 
far is about $21 million. Mexico's costs 
also run up into the millions. 

Expenditures by both countries may 
be multiplied several times before the 
disease is eradicated. Both governments, 
however, are determined to spend what- 
ever necessary. Mexico wants to protect 
her livestock and to re-establish cattle 
exports to the U. S. And the U. S., which 
in the past has spent big sums in putting 
down foot-and-mouth epidemics, is de- 
termined to prevent new outbreaks with- 
in its borders. 





-Black Star 


SICK BULLS ON SACRIFICIOS ISLAND: They may have started the epidemic now raging in Mexico 
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GROWING FEAR OVER CUT 
IN TOBACCO SALES ABROAD 


Worry of American producers over sharper 
slash in British purchases than expected 
and prospect of change in smoking tastes 


An enforced drop in cigarette smoking 
overseas is beginning to disturb U.S. 
tobacco growers. 

Sales this year may be as much as $90 
million under last year’s $351 million. A 
shortage of dollars is beginning to force 
other countries to cut down on their buy- 
ing. Exports are certain to fall below the 
20 per cent of American tobacco that 
normally goes abroad. 

American growers had expected a de- 

cline in purchasing which last year 
reached the highest point in history. But 
the drop is turning out to be more serious 
than anticipated. Great Britain, the big- 
gest customer, is buying far less un- 
manufactured tobacco now, and British 
buying might decline even more. 
@ Full effect of the drop in exports, 
even so, is not likely to be felt immedi- 
ately. Heavy demand at home for all 
types of tobacco and price support from 
the U. S. Government are to cushion the 
fall in overseas sales. 

What will happen when domestic buy- 
ing lessens, however, is a matter of deep 
concern for tobacco farmers in the South- 
eastern U.S., source of the bright leat 
favored by smokers abroad. Agitation al- 
ready is growing for reduction of tobacco 
acreage in that part of the country. 


@ Great Britain now is buying about 50 
per cent as mueh U.S. tobacco as she 
did a year ago. American warehouses 
shipped 100 million pounds of tobacco 
to England during the first half of 1947, 
against 200 million pounds in the same 
period of 1946. Shipments in June of 
this year were less than 25 per cent of 
the January figure. 

The British Government is holding 
down smoking through a tax on imports 
that became effective in April. Result of 
the import tax was to raise the retail 
price of a pack of 20 cigarettes from 47 
to 67 cents. As a result, Britons’ use of 
tobacco has fallen off 30 per cent. 

Further cuts in tobacco buying from 
the U. S. may be made in October, when 
the newest austerity moves planned by 
Chancellor of the Exchequer Hugh Dal- 
ton take effect. 

To supplant the U.S. leaf, Dalton 
hopes that British smokers will accept 
more of the stronger varieties of tobacco 
from England's colonies. These can be 
paid for in sterling, saving Britain dollars. 
@ The U.S. crop of flue-cured tobacco, 
principal export type, is estimated at 
1,295,865,000 pounds. This is less than 
a year ago, but a large carry-over makes 
total supplies higher than last summer. 


Domestic consumption this year is ex- 
pected to be more than 50 per cent high- 
er than in prewar years, but not enough 
above last year to compensate for the 
fall in exports. 

Lower prices already are being quoted 
for the 1947 crop. In the recent Georgia- 
Florida markets, over-all prices fell with- 
in two weeks from $44.84 per 100 
pounds to $33.45. 

A marked decline in bids from abroad 
also is reported in the selling now going 
on in North Carolina. Prices are down 
from opening quotations, and about $9 
under what was offered last year. 

A more thorough test of the market is 
expected in the forthcoming auctions in 
Virginia, where quality of grades will be 
above that of earlier sales. British buyers 
may hold their purchases to a minimum, 
coming back later in the year or early in 
1948, if necessary, to fulfill schedules. 

Buying by other countries is not to be 
sufficient to cancel out the reduction in 
British purchases. 

China and Australia are unusually ac- 

tive in U.S. markets this year, and the 
Netherlands, Sweden and Denmark are 
taking slightly more American tobacco 
than they did last year. But those coun- 
tries; too, have dollar problems and are 
not expected to keep up their present 
pace of buying. 
@ Principal question for U.S. planters 
is how long Britain’s austerity program is 
to continue. American markets are likely 
to remain orderly this year, the result of 
Government support and heavy buying 
for domestic use. 

Growers fear, however, that too long 
an absence of U.S. tobacco from British 
shops may cause a change in the tastes 
of British smokers. Such a development, 
coming in a poor year for sales at home, 
could bring disaster to many producers 
of U.S. tobacco. . 


DROP IN U.S. TOBACCO EXPORTS 


Result of cuts in British buying 
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Sales to Britain 364 million Ibs. 
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Major miscalculations again have brought Britain to a bitter crisis..... 

All spring, the British Government was saying the. the terms of the U.S. 
loan agreement would be met. Convertibility of sterling, required on July 15, 
was not expected to be a serious drain on Britain's dollars. 

More and more countries were given the privilege of convertibility even 
before July 15. The idea was that this would prepare the way for July 15. 

Long-term creditors, having sterling claims of five billion dollars against 
Britain, were handled through a series of agreements. Among these were Argen- 
tina and Egypt. Only a fraction of their claims was to be released for current 
use. But even this fraction comes to around half a billion dollars. 

With these preparations, July 15 was supposed to be an easy hurdle. 














But it turned out otherwise. 

Conversion of sterling into dollars between July 15 and August 20 cost 
Britain about $500 million. The British Treasury apparently forgot that there 
was a severe shortage of dollars throughout the world. Also, few currencies are 
readily convertible into dollars. The result was a rush of conversion. 











Major mystery is why Britain didn't suspend convertibility earlier. The 
U.S. was always open to reason and did not expect or want a conversion run. 

Strict adherence to the letter of the loan agreement after the big drain 
started was a mistake, similar to other mistakes in British financial history. 

Stubborn return, after World War I, to the prewar exchange rate for ster- 
ling was a mistake. Adherence to tradition did not pay off in the ‘20s. 

Stubborn refusal to devalue the pound and to give up free trade until too 
late brought Britain close to disaster in 1935l. 

The Attlee Government thus follows a path of tradition. 














The British action on sterling will disrupt trade severely..... 

Indications are that all convertibility agreements reached since the Argen- 
tine negotiations last September now are in suspense. These agreements, allow- 
ing conversion of sterling under varying conditions, were with most countries in 
Western Europe, the Middle East, Argentina, Brazil and Uruguay. 

These countries, therefore, seem to be cut off from this source of dollars. 

Argentina, now unable to convert sterling into dollars, has stopped all im- 
ports. Italy, Spain, Brazil and Uruguay also may be in a jam. They, too, were 
depending on converting surplus sterling into dollars. 

British countries also will be much more careful in their use of dollars. 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


Canada can hardly expect many more U.S. dollars from Britain. Canadian 
purchases in the U.S. now will have to be curtailed. 
Britain, herself, is to cut U.S. imports to the bone. 








What it all adds up to is this: 

Dollars, now scarce, are going to become almost rare in many countries. 

U.S. exports are in for a severe tumble, unless the loan hose is turned on 
again to sprinkle parched countries with dollars. 

The U.S. is going to have to start priming the world pump again soon or see 
world trade start shriveling fast. 








Too much store should not be laid by the new U.S. budget estimates..... 

Question-mark items are U.S. aid to other countries, obviously a low esti- 
mate, and tax revenues, probably overestimated. 

Net revenues for the year ending June 30 next are placed at $41,667,000,000 
in President Truman's new estimate. Expenditure estimate is $37 billion. 

The budget surplus thus adds up to $4,667,000,000, biggest in U.S. history. 

International finance and related items are down for $4,301,000,000. 

Breakdown of major items in U.S. aid abroad: 

The British loan will account for $1,700,000,000. All but $400 million of 
this already is committed. The balance will go soon. 

The Greco-Turkish program gets $520 million. The way things are going in 
Greece, actual expenditures probably will be higher. 

The windup of UNRRA is to cost $251 million. China gets most of this. 

Other aid to devastated and occupied countries is down for $917 million. 
This, too, may be low if aid through a Marshall Plan is long delayed. 

Net loans of the U.S. Export-Import Bank and the RFC are placed at: $684 mile 
lion. This, too, seems conservative in view of the needs in this Hemisphere, 
as well as in Europe and Asia. 

No provision is made for further aid to Western Europe, if a Marshall Plan 
can be formulated and passes the U.S. Congress. Actual expenditures under a 
Marshall Plan this fiscal year might total a couple of billion dollars. 

Upshot is that increased aid abroad is likely to wipe out most of the budget 
surplus. What's more, a reduction in U.S. taxes, if it comes next year, would 
cut down revenues. Or, if business and exports fall off, revenues will decline. 
All in all, the chances are against much of a surplus for the U.S. 









































The world trade charter, prepared at Geneva, is a network of compromises. 

Lipservice is paid to the principles of reducing trade barriers and elim- 
inating discriminatory practices but exceptions are to be the general rule. 

Realities of unbalanced trade in the world have forced these exceptions in 
order to get any agreement to a charter among the maior trading countries. 

Freer trade still is a dream of the future. 

Storm of protest in the U.S. is likely to greet the provision in the charter 
which would prohibit export subsidies of the type now helping cotton growers. 

But_U.S. film exporters and U.S. investors in other countries will welcome 
other provisions of the charter giving them greater protection. 

The U.S. Congress will get a whack at the charter early next year. Approval 
will come, if at all, only after prolonged debate but, no matter what Congress 
does, world trade is to be tangled up in restrictions for years to come. 
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C= Ambassador to Washington is 
carrying the torch for greater eco- 
nomic aid from the U. S. for Latin Amer- 
ica. Guillermo Belt’s activities are largely 
responsible for the prominence given to 
economic issues at the inter-American 
conference on defense now meeting near 
Rio de Janeiro. 

Belt wants an early conference on 
inter-American economic issues. He par- 
ticularly wants economic aggression 
added to the list of unfriendly acts 
against which the American republics 
would take joint action under the treaty 
they are drafting. 

It was his tactics that forced eco- 
nomic questions into the Rio confer- 
ence against the will of the U.S. 
delegates who wanted to talk only about 
military defense. 

Belt has found a good many willing 
listeners. For economic troubles, rather 
than defense problems, are uppermost 
in the minds of most of the delegates. 
They are worried over their diminishing 
supplies of U.S. dollars and over the 
rising prices they have to pay for the 
things they must buy in the U.S. Their 
countries are plagued by inflation, short- 
ages, black markets and strikes. 

Sentiment is strong, thus, for some 
kind of a plan for the Western Hemi- 
sphere to match the Marshall Plan for 
Europe. Many delegates fear that the 
U. S., in its preoccupation with the trou- 
bles of Europe, is overlooking the eco- 
nomic straits of its neighbors. They were 
frankly disappointed when Secretary of 
State George C. Marshall, addressing the 
conference, failed to outline a specific 
program of U.S. assistance. 


—— Personalities 
CUBA’‘S ROLE AT RIO 





Latin America is worried 
about business . . . Cuba 
fears a cut in U.S. sugar 
buying . . . Other coun- 
tries are anprehensive .. . 
Behind the _ tactics of 
Cuba’s representative at 
the Rio conference—Guil- 
lermo Belt—lIurk economic 
troubles of direct concern 
to the U. S. 

















@ “Belt’s strategy had been planned for 

weeks,” reports Bernard §. Redmont, 
staff correspondent of World Report, in a 
wireless dispatch from the conference. 
“With the approval of President Ramén 
Grau San Martin, Foreign Minister Ra- 
fael Gonzalez Mufioz sent out instruc- 
tions to all Cuban diplomats in the Amer- 
icas to solicit approval of the economic 
aggression idea. 

“At the opening of the conference, Belt 
had little support. But he gained adher- 
ents by tireless lobbying among the dele- 
gates. 

“Belt agreed to support the projects of 
other delegations as an indication of his 
co-operative spirit. He succeeded in pil- 
ing up considerable support. And he suc- 
ceeded in dramatizing economic issues 
before the eyes of the Western Hemi- 
sphere.” 

Firm but quiet opposition by the U. S. 

has prevented Belt’s ideas from achieving 
success, however. The U.S. wants the 
conference to stick to defense questions, 
as agreed upon earlier. It believes discus- 
sion of economic matters should wait for 
the next conference, to be held in Janu- 
ary in Bogota, Colombia. It is of the 
opinion, too, that some countries in Latin 
America could do more to help them- 
selves than they are doing. 
@ The Sugar Act passed by the U.S. 
Congress in July furnishes much of the 
incentive behind Belt’s activities. Dur- 
ing the wartime suspension of quotas, 
the U.S. has been a hungry buyer of 
as much sugar as Cuba could ship. And 
Cuba has stepped up production enor- 
mously. 

Under the new Act, Cuba’s share of 
the U.S. market for sugar will decline 
gradually to about prewar figures. Pro- 
duction will have to be curtailed. Income 
from sugar will fall off. Since sugar is 
Cuba’s economic mainstay, the island’s 
boom will taper off. An economic con- 
ference, Cubans believe, might devise 
means of warding off hard times. 

@ Biggest thorn in the Sugar Act, how- 

ever, is Section 202e. This empowers the 
Secretary of Agriculture to reduce the 
quota of any country “that denies fair 
and equitable treatment to the nationals 
of the United States, its commerce, navi- 
gation or industry.” 

This section could be used to force the 
Cuban Government to pay U.S. indi- 
viduals and companies several million 
dollars in old debts. And it could be in- 
voked to force better treatment of U. S. 





—Official UN 


He fears the big stick 


shipping and an easing of Cuban restric- 
tions on the employing of U.S. citizens 
by U.S. firms operating in Cuba. 

The debts are a particularly touchy 
subject with U. S. officials. Some of these 
accounts have been running for about 20 
years. About two million dollars worth 
has been upheld by the Cuban courts. 
Twice in the last three years, the U. S. 
State Department has tried to get the 
Cuban Government to join in setting up 
a method of settlement. Both attempts 
have failed. 

After Congress passed the Sugar Act, 

Belt announced he would boycott the 
Rio conference in protest. He changed 
his mind after the State Department had 
assured him Section 202e would not be 
invoked against Cuba. But Cuba still re- 
sents that section. That resentment was 
back of Belt’s fight to include economic 
aggression in the defense treaty. 
@ Belt’s skill in lining up support at the 
Rio conference stems from experience in 
Cuban politics, seasoned by his work as 
Cuba’s representative in Washington and 
many international meetings. Grandson 
of a Confederate veteran who went to 
Cuba after the Civil War, Belt took his 
law degree at the University of Havana. 
Soon afterward he was in politics. 

When he was 27 years old, Belt helped 
to overthrow President Gerardo Machado 
and became Minister of Education in the 
provisional government of Carlos Manuel 
de Céspedes. The next year, he was sec- 
retary to the Provisional Council of 
State. Soon afterward he was Mayor of 
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Havana, second only to the President in 
administrative power. 

When Grau ran for the Presidency, in 
1944, Belt was one of his advisers. Later 
that year, when he was only 39, Belt was 
appointed Ambassador to the U.S. At 
the San Francisco conference, he op- 
posed the U. N. veto formula and fought 
for maintainance of the inter-American 
system. He represents Cuba on the Gov- 
erning Board of the Pan American Union 
and in various agencies of the U. N. 

A frequent companion of the Ambas- 
sador at international meetings is his 
U. S.-educated wife, Senora Elisa Mar- 
tinez Viademente de Belt. They have 
five children. 


Critics charge Belt with using the Rio 
conference as a stepping stone to the 
Cuban Presidency. He denies that he is a 
presidential candidate. But he is a leader 
of the anti-Communist wing of the pow- 
erful Autentico Party, 
would not be surprised if the Autenticos 
nominated him for the next campaign. 

“I am not anti-U.S.,” Belt told Red- 
mont at the Rio conference. “But the 
Good Neighbor Policy suffered a great 
loss in the death of President Roosevelt. 
There is great fear in Latin America now 
regarding abandonment of that policy. 
The possibility arises now of a return to 
the Big Stick Policy. This is what Cuba 


wants to prevent.” 


Forced Labor fer Britain? 


I BRITAIN DECIDES to tighten her new 
program of labor controls, the idea will 
be borrowed from Arthur Deakin, gen- 
eral secretary of the powerful Transport 
and General Workers Union. 

The most influential single figure in 
the country’s trade-union movement, 
Deakin does not believe present meas- 
ures are adequate to provide essential 
industries with needed man power. He is 
convinced sterner steps are necessary. 

At the moment, however, Deakin is 

engaged in trying to make the new pro- 
gram work as a member of the National 
Joint Advisory Council, which can only 
“encourage” workers to seek essential 
jobs. But Deakin’s position with the 
Council is not to deter him from press~ 
ing for more drastic labor controls. 
@ Deakin’s views on the need for a lim- 
ited draft of labor to solve the man- 
power crisis produced a major sensa- 
tion in Britain when he first expressed 
them. It was surprising that the leader 
of the largest union in the nation, and 
the largest of its kind in the world, 
should come out in favor of a certain 
degree of compulsory control of labor— 
something that free trade unions always 
have fought in peacetime. 

The sensation was heightened by the 
fact that Deakin’s proposals met a wide 
degree of approval among British work- 
ers. Union leaders evidently agree with 
his conclusion that, under present cir- 
cumstances, they must “of necessity ac- 
cept a limited measure of direction” over 
available man power in Britain’s crisis. 

Such a doctrine runs counter to the 
avowed policy of the present Cabinet, 
which has repeatedly insisted that the 
line between totalitarianism and Britain's 
democratic socialism is the peacetime 
regimentation of labor. The Cabinet has 
pledged itself not to cross that line. 

It was not until Deakin spoke out in 
favor of limited compulsory controls that 
the Labor Government put forth its much 
milder program to “persuade” workers 
to get into essential industries. 
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@ Controversy exists over whether 
Deakin’s pronouncement in favor of lim- 
ited compulsion in assigning man power 
to essential jobs was a trial balloon for 
the Labor Government. Deakin’s prede- 
cessor as general secretary of TGWU was 
Ernest Bevin, now Britain’s Secretary of 
State for Foreign Affairs, and the two 
men long have been close associates. 

The fact that the Government’s pro- 
gram halts far short of what Deakin ad- 
vocates tends to discount much of the 
talk that his proposals were officially in- 
spired. However, there is a feeling inside 
the Government that Britain eventually 
must adopt a labor-control scheme along 
the lines Deakin recommends. 

These recommendations call for a 
modified labor draft, with the Govern- 
ment empowered to shunt available man 
power into essential industry very much 
as in wartime. Deakin would exempt 
from controls those already employed in 
essential work, but he would crack down 
on those in nonproductive occupations or 
unessential industries. He believes the 
Government should have’ authority to 
compel such workers to accept jobs where 
the man power shortage is most acute. 

There is no indication yet that the 
Labor Government intends to move 
toward a program such as Deakin recom- 
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The way is paved for a 
draft of labor in Britain 
... If it comes, how will 
the workers react? .. . 
Hundreds of thousands 
will take their cue from 
Arthur Deakin, who came 
up from the British mines 
to head the biggest union 
in England. 











—Black Star 
Heresy from a Labor stalwart 


mends, but Deakin has helped pave the 
way for such a decision. 
q@ A life-long champion of labor, Dea- 
kin is not likely, however, to agree to 
any controls in which he sees any per- 
manent threat to the workingman’s 
freedom. Deakin came up the hard way 
to his present influential position in 
trade-union affairs. He started making 
his living in the coal mines at the age 
of 13 when the pay was a dollar a week, 
and he is no man to jeopardize the gains 
labor has made since that day. 

The conditions Deakin found in the 
mine towns made him an early convert 


to socialism. He worked zealously to 


advance the cause, devoting all his 
spare time to reading and self-education. 

Deakin’s rise to power in the Trans- 

port and General Workers Union dates 
from 1932 when, at 42, he moved from 
the provinces to London. He soon be- 
came Bevin's assistant as union chief, 
and when Bevin entered Britain’s Coali- 
tion Government in 1940, Deakin was 
chosen overwhelmingly to succeed him 
in the top post of general secretary. 
@ The reputation that Deakin enjoys 
in union ranks is more than enough to 
command a favorable hearing for his 
views on a limited conscription of labor. 
Deakin has a reputation for realism. His 
gospel is that a fatter pay envelope for 
union members at the end of a week 
means more than all the theorizing in the 
world. 

This fact may go far toward enlisting 
the support of organized labor for any 
Government program embodying the fea- 
tures Deakin has suggested. Union men 
are not likely to be happy about employ- 
ment controls, but they can remind them- 
selves that “Brother Deakin” always 
seeks to solve problems in a way that 
encourages more pay. 
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Poverty of German Princess in Soviet zone 
typifies downfall caused by land reforms 


PUTBUS (RUSSIAN ZONE) 

HE NEWEST SHORT, short story is en- 

titled “Riches to Poverty in 700 

Years,” and is told by the German Prin- 
cess of Putbus in these words: 

“I used to live in a castle which had 
more rooms than I ever bothered to 
count. Now I live in one room with three 
chairs, one table and three beds for my- 
self and two daughters.” 

The Princess, who says the affluent 
period of her family goes back 700 years, 
is impoverished as a result of land reform 
carried out in the Russian zone of Ger- 
many. Her 500-odd square miles of farm 
and forest land, comprising 99 estates, 
and its three castles have been divided 
among Germans, many of whom once 
worked for her, and refugees from the 
East. The holdings represented nearly all 
of Riigen Island in the Baltic, separated 
from Germany proper by a narrow strip 
of water. 

At 58, the Princess is still regal, a 
dowager who receives guests in her small 
room in a house shared with refugees as 
aristocratically as she once presided over 
balls for 400 persons in her palaces. 
Thin faced with high cheekbones, dressed 
in worn black, she is the most startling 
living testimony I have seen of the fate 
that has fallen upon Germany as the re- 
sult of two world wars. 

And she is a bitter Princess, bitter 
against the Russians, bitter against Ger- 
mans, especially those who worked for 
her, and bitter against the Western pow- 
ers because land has not yet been taken 
away from people like herself in the 
Western zones. 

“I understand the people in the West 
like us still have their farms,” she said. 
“Why hasn’t their land been taken away, 
too? Why are we the only ones to 
have nothing?” Her plaint was one 
typical of many Germans of all classes, 
who feel themselves to be singled out 
for suffering. 

Told that land reform was in progress 
in the West, but had not yet been 
thoroughly implemented, the Princess 
snapped: “Well, I hope they have more 
sense about it than the Russians.” 

I had gone through the home castle of 
70-odd rooms, a great white structure 
with six, huge white columns setting off 
the central wing, before calling on the 


Princess. The rooms were vacant, except 
for great stacks of family records, a 
miniature of the late Kaiser, and here 
and there a book. 

A second-floor library still held many 
books, rare first editions probably of 
great value. Otherwise, there was noth- 
ing. Tapestries and paintings had been 
cut from the walls. Nazis, Russians and 
the villagers had “requisitioned” what 
they wanted. 

Walking across once spacious lawns 
past statues of the family great, the feel- 
ing bore in that what had happened to 
the Putbuses was a continuation of the 
sweep that earlier had crushed the Rus- 
sian and Polish nobility. These families, 
the German Junkers, the Russian aristo- 
crats, the Polish barons, had been of a 
class through centuries, visiting one an- 
other’s estates for hunting and gayety, a 
powerful and domineering group. The 
Junkers were the last to go, but the 
power of these people was gone in the 
new Eastern world. 

The Princess now lives in a small 
house in the village with 40 other people. 

Luncheon plates had been laid as 15 
of us, including the Russian commandant 
of Riigen and two Russian officers, 
crowded into the one room. Unperturbed, 
Princess Putbus borrowed chairs from 
her refugee neighbors. Without apparent 


a 





Life Around the World 


fear and with obvious dislike for the Rus- 
sian visitors, she told her story. 

Dramatically the Princess held out her 
hands blackened with work. “See, my 
hands,” she said. “I have nothing. I must 
work in the fields to get food. My young- 
est daughter, 19, chops wood to trade to 
the farmers for food. They are too lazy 
to chop it themselves.” 

Another daughter, making a visit from 
the American zone where her children 
are living, broke in: 

“It is terrible. What have we done? 
Nothing. I am a recognized victim of 
fascism. My father died in a Nazi prison 
for participating in the 1944 attempt to 
kill Hitler.” 

The mother broke in: “Yes, our only 
sin is that we were rich. The peasants 
saw our wealth and came to hate us, al- 
though we always were kind to them. 
They thought they could remove us, 
take our land and then they would be 
rich. But they are finding now that 
they must work under the Russians, 
too. And they are not getting rich. 
They cannot farm in small pieces what 
once were great estates. They do not 
know how.” 

One of her sons still is a prisoner of 
war in a Russian camp; a second son is 
in school in the American zone. “And all 
of us,” she lamented, “have nothing. Why 
can’t we have a piece of land so that we 
can live?” 

A Russian captain intervened here to 
say that the Princess should apply to the 
village government, and, if her case were 
just, she would be given a piece of 
ground. Excited hope shone in the eyes 
of mother and daughters. 

“That we shall do at once,” said the 
Princess. “But,” queried the Russian, “can 
you work the land if it is given to you?” 

“Oh, not alone. We must have a man 
to help,” replied the Princess. Said the 
officer: “There. You are not able to farm. 
That is why no land has been given to 
you.” 

“But give us back our son from the 
prison and we can do it,” said the Prin- 
cess. The officer smiled a bit, told her 
formally: “the Red Army cannot concern 
itself with individual prisoners, only with 
groups. You will have to wait.” 

As we left, the Princess was asked 
what she thought would be the outcome 
of land reform. As if pronouncing judg- 
ment, intensely she tolled out the words: 
“It will fail. Many of these refugees 
never were on a farm. They do not know 
how to farm. They will starve and, with 
them, the cities will starve too.” T. H. 
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TRENDS IN RUSSIAN FOREIGN POLICY 


Study of events since World War | as compiled by Library of Congress 


(Full text of the conclusions of a report on “Trends in 
Russian Foreign Policy Since World War I” prepared by 
the Legislative Reference Service of the Library of Con- 
gress for the U.S. Senate Foreign Relations Committee, 
made public in Washington, Aug. 21, 1947.) 


T° NOVEMBER OF THIS YEAR, the Soviet Union will celebrate 
the thirtieth anniversary of its “survival.” 

At the time of the Communist revolution in 1917, Russia 
with a primarily agricultural economy was not among those 
advanced capitalist countries in which, according to Marxian 
theories, the dictatorship of the proletariat would be initially 
established. But “History will not forgive delay by revolu- 
tionists,’ wrote Lenin on the eve of the Bolshevik revolution, 
“who could be victorious today.” At the same time the 
founder of the Soviet state was fully aware of the vulnerability 
of the newly established Soviet regime. “If the capitalistic 
world,” he once said, “had an ounce of solidarity, we could 
not survive for 24 hours.” In fact, “the most surprising thing” 
was to him “that nobody yet has thrown us out.” After the 
Nazi attack on Russia in June 1941, some of Lenin’s early 
fears and apprehensions threatened to become a reality. 
But in contradiction to his theoretical assumptions, the capi- 
talistic allies came to the aid of the hard-pressed Soviets. 

In the life span of one generation, the first proletarian state 
has undergone considerable change. From a fragile state 
organism, the life expectancy of which was measured by 
months, if not weeks, it has become one of the two giant 
powers of the world. 

One of the extremely delicate problems which faced Soviet 
Russia from the first was the future of its frontiers. Would 
the multinational Russia remain an entity, or would it dis- 
integrate into a number of smaller national units? Only after 
years of civil war and foreign intervention did the greater 
part of the former Russian Empire reunite in the present 
Union of Soviet Socialist Republics. Military co-operation in 
the civil war led to military alliances between the various 
territorial parts of Russia. This was the first step toward the 
foundation of the future federation. Economic collaboration 
between individual Soviet republics aiming at the recon- 
struction of the national economy after the end of the civil 
war characterized the second phase in the crystallization of 
the federation. 

Lately, after years without change, a tremendous area has 
been added to the Soviet domain. As a result of World War 
Il, the U.S.S.R. has incorporated Eastern Poland, Eastern 
Finland, and part of East Prussia; the three Baltic republics 
—Latvia, Lithuania, and Estonia—which increased the number 
of Soviet constituent republics to 16; Bessarabia, Northern 
Bukovina, and the Carpathian Ukraine; Tannu Tuva, South- 
ern Sakhalin, and the Kurile Islands. In all, a territory of 
more than 260,000 square miles, inhabited by some 23,000,- 
000 people, has been added to the Soviet Union. 


Recent Soviet Expansion 


However, the sphere of Soviet political, military, and eco- 
nomic influence is not limited to the present Soviet frontiers. 
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Constantly concerned with a possibility of an attack on the 
Soviet homeland and in quest of security, the Bolsheviks 
succeeded in establishing along the western and southeastern 
frontiers a belt of satellite countries with governments “friend- 
ly” to Moscow. This area described by John Foster Dulles as 
the middle zone is a territory— 

. Which is not yet ripe for incorporation into the 
U.S.S.R. but which is close enough to it to be amenable to 
the influence of Soviet military power. The zone is, or recently 
has been, occupied by elements of the Soviet Army. Where 
there is no present occupation, there is fear of it; and the 
governments there, under strong inducement to put their 
foreign policy, their armies, and, most important of all, their 
secret police and censorship into the hands of persons who 
take considerable guidance from Moscow. Thus the Soviet 
leaders insure the friendly character of these governments. 

“Middle-zone conditions exist in varying intensity in con- 
tinental Europe east of a line running roughly from the 
Baltic, just east of Denmark, through the middle of Germany 
to the Adriatic and then south to the borders of Greece. The 
central European part of the middle zone includes Poland, 
the eastern half of Germany, Czechoslovakia, Eastern Aus- 
tria, Hungary, Romania, Bulgaria, Yugoslavia, Albania. In 
Asia, the middle zone includes Outer Mongolia, Manchuria 
(where the U.S.S.R. has rights in Dairen and in the Man- 
churian trunk railway lines), the northern half of Korea and 
Sinkiang Province of China (where there has been consid- 
erable penetration from the Soviet Union). 

And there is no reason to believe that the middle zone is 
fixed. There are current efforts to extend it in relation to 
Greece .. . Iran . . . Turkey (which is under Soviet pres- 
sure), Kurdistan (where the Kurds are being encouraged to 
establish an autonomous state under Soviet protection), and 
the southern part of Korea (where there is Soviet sponsor- 
ship of local political groups).” 

In the old days, Lenin used to blame the imperialist powers 
for trying “by virtue of financial connections and economic 
interests . . . to draw a small, politically independent state 
into a struggle between great powers.” But exactly the same 
technique seems nowadays to have been learned by the men 
in the Kremlin and is being applied to their great advantage. 
Through a network of economic, financial and military agree- 
ments. the Soviet Government has succeeded in including 
neighboring states in the Soviet orbit and in synchronizing 
their policies and actions with those of Moscow. Soviet Russia 
is thought of by the Communists as the political, military, 
economic and ideological gravitational center of the middle 
zone. 

According to a consensus of Russian experts, the Soviet 
people could not sleep quietly and the anticipated “withering 
away of the state could not take place in Communist Russia 
as long as the Soviet Union was faced by countries with non- 
Soviet types of society. In a lecture recently sponsored by the 
Ministry for Higher Education of the U.S.S.R., and circulated 
later in 100,000 printed copies, the Soviet academician, P. F. 
Judin, has stated this point of view as follows: 

“The state will wither away when the capitalist environment 
is replaced by a Socialist environment, when the danger of 
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intervention and restoration of capitalism is finally overcome 

. Comrade Stalin has made certain that the state will not 
wither away as long as socialism and communism are not 
victorious on an international scale.” 

Thus, the Soviet quest for security becomes identical with 
the desire for the establishment of a Pax Sovietica for the 
entire world. 

It is, therefore, not surprising that a careful analysis of 
Soviet foreign policy led Mr. Dulles to the belief that next 
to the inner zone (which means the Soviet Union itself) and 
the middle zone, the balance of the world belongs to the 
outer zone of Soviet activities. These areas, he says— 

. Are sufficiently distant, physically, from Soviet land 
power so that ‘friendly’ governments cannot be achieved by 
direct power methods. The methods which are used [here] 
vary, particularly as between self-governing and non-self- 
governing areas. 

“In colonial areas, which have an aggregate population of 
some 750,000,000 Soviet leaders stimulate the independence 
movements and give them moral leadership. They encourage 
revolution, rather than evolution, as being apt to result in 
governments which will break completely with those who 
now govern. 

“Countries which are fully self-governing constitute the 
other half of the outer zone. In some of these, as in France, 
strong Communist parties have been built up which co- 
operate with Soviet leaders. In other countries it is not pos- 
sible to have Communist or extreme left parties strong enough 
to be influential in their own right. Under those conditions 
influence is exerted through small well-disciplined minorities. 
These work their way into positions of influence in large 
factional blocs and can even be a balance of power where 
major political parties closely divide the voting strength.” 

Recently, Under Secretary of State Dean Acheson charac- 
terized Soviet activities as “aggressive and expansionist.” The 
accuracy of this observation could hardly be challenged by 
any responsible person living outside the Soviet Union. The 
question remains, however, whether the new outburst of 
Soviet expansion can be interpreted as indicative of Soviet 
warlike intentions and of the readiness on the part of the 
Soviets to accept today the risk of a new world conflagration. 
In brief, does Russia really want war in the orthodox sense of 
the word and is it ready for war now? 

Few experts seem to believe this is the case. John Foster 
Dulles is inclined to regard next to “security” and “opportun- 
ity,” “peace” as the principal objective of Soviet foreign policy. 

“No nation,” he says, “wants a major war, or would deliber- 
ately provoke it . . . Soviet leaders do not want another major 
war, particularly one which they could not win. But they are 
tough, they are not afraid of fighting, and they cannot be 
arbitrarily pushed around.” 

However, Mr. Dulles does not overlook the element of a 
possible miscalculation on the part of the Communist leaders 
and the danger of continued Soviet aggressiveness bringing 
world peace to a sudden end. 

Most emphatic about Soviet Russia's desire for peace is 
Edgar Snow, who, in his latest much discussed articles in the 
‘Saturday Evening Post,” follows this reasoning: 

“Soviet diplomacy ultimately is governed by the logic of 
facts and not by theoretical abstractions . . . in Realpolitik, 
the state, like the rational individual, does not permit theory 
to interfere with practical struggle for survival, and Stalin has 
no more to gain today than he had yesterday by a combined 
assault of the non-Communist world against him, while he 
has everything to gain by peace . . . Today the logic of facts 

. calls for peaceful co-operation . . . In the case of Russia, 
the facts reveal a nation incapable of fighting a major aggres- 
sive war against the United States, whose help she needs for 
her own recuperation . .. War with America now could mean 
complete disaster—” for the Soviets. 

In his catalogue of reasons for Russia's present incapacity 
for war, Mr. Snow includes lack of man power, inadequacy 


of industrial recovery, transportation difficulties, and agricul- 
tural shortages. 

Finally, Edward Hallett Carr, the foreign editor of the 
London Times and professor of international politics in the 
University College of Wales, in diagnosing the end of the 
drang nach osten period in the history of Europe and the 
beginning of a new drang nach westen cycle, observes that— 

. There is nothing in Soviet policy so far to suggest that 
the East-West movement is likely to take the form of armed 
aggression or military conquest. The peaceful penetration of 
the Western world by ideas emanating from the Soviet Union 
has been, and seems likely to remain, a far more important 
and conspicuous symptom of the new East-West movement. 
ex Oriente Lux.” 


Interrelation of Foreign and Domestic Policies 


The impact of international affairs on Soviet constitutional 
developments has also been manifold. The early Russian 
Socialist Federated Soviet Republic in whose Constitution of 
July 10, 1918, explicit approval was given to the declaration 
of “complete independence of Finland,” of the “free self- 
determination of Armenia,” and the withdrawal of Russian 
troops from Iran, was replaced in 1922 by the U.S.S. R.— 
the Union of Soviet Socialist Republics. This organic law 
completely obliterated the name of Russia, and intentionally 
kept the Soviet Union a fluid state organization, with various 
possibilities for expansion, regrouping and advancement of 
its members. 

In its latest 1936 Constitution the possibility of new re- 
publics joining the Union was foreseen and provided for 
under Article XIV. That the entry into the Union was to be 
free to all Soviet Socialist Republics, “whether they already 
exist or will emerge in the future,” has been an idea of 
Stalin’s since the early ’20s. On the other hand, Article XVII 
of the Constitution, which asserts the right to secede from 
the U.S.S.R. to each constituent republic, consists signifi- 
cantly of only two lines; and no procedure has ever been 
established for such an eventuality. 

Only 21 amendments have been made to the American 
Constitution since its acceptance nearly 160 years ago. The 
Soviet Constitution has been revised about every other year. 
For the first time, however, in the new Constitution of 1936, 
due to the dangerous international situation, definite conces- 
sions were made to democratic ideals. The new Constitution 
ceased to be the militant document of the first years after the 
civil war. In view of the threat of a two-front war, it was im- 
perative for the defense of the country to extend as far as 
possible the social basis of the Government's power. Peace, 
therefore, was made with formerly outcast groups of the pop- 
ulation; theoretically, even “former usurpers and police spies 
were now clasped in the fraternal arms_of the proletariat.” 
Still, the individual liberal articles of the Soviet Constitution 
describing the political rights of the Soviet people by no 
means reflect the existing situation and can be regarded only 
at best as guiding principles for future Soviet legislation. A 
foundation for social democracy has been laid in Russia by 
the establishment of free medical services, universal elemen- 
tary education, social insurance of workers, state protection 
of motherhood and childhood, equality of women also includ- 
ing equal pay for equal work, etc. 

The freedom of speech, press, assembly, and demonstra- 
tions, and of the inviolability of person and home, etc., prom- 
ised to the Soviet population by the 1936 Constitution, how- 
ever, have not been realized. And it is worth remembering 
that the Soviet Constitution does not regard the first four free- 
doms as inalienable rights, but grants them to the Soviet 
populace for the sake of “strengthening the Socialist system.” 
According to the peculiar Communist concept of freedom, 
the latter does not necessarily imply freedom from state inter- 
vention but only independence from capital. Proletarian dic- 
tatorship was and remains today the basis of Soviet Govern- 
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ment, and in the words of Mr. Vishinsky, former Attorney 
General of the Soviet Union and now Soviet Deputy Minister 
of Foreign Affairs, the Soviet state is a “state of a new type,” 
a dictatorial democracy. 

The capacity for defense—for years the main regulating 
factor of Soviet life—was given special attention in the original 
text of the Soviet fundamental law of 1936. Later, the idea 
of collective security was indirectly referred to in the Con- 
stitution. An amendment to the Constitution granted the 
Presidium of the Supreme Council of the U.S.S.R. the right 
of proclaiming a state of war “whenever necessary to fulfill 
international treaty obligations concerning mutual defense 
against aggression.” ‘ 

Article 124 of the Constitution still guarantees the Soviet 
citizens “freedom of antireligious propaganda.” But Mr. Har- 
riman’s demarche in the fall of 1941 led to the “suspension 
on September 30, while the American mission was in Mos- 
cow,-of the Soviet magazine ‘Bezbozhnik’ (the Godless) ,” 
as the first step toward curbing the Godless movement and 
antireligious propaganda in Communist Russia. 

In the midst of the war and in view of the manifest dis- 
satisfaction among the various national groups encompassed 
by the Soviet Union, special provisions were added to the 
Soviet Constitution guaranteeing the National Soviet Repub- 
lics the right of entertaining direct diplomatic relations with 
foreign countries and of organizing their own military forma- 
tions. However, even under these new amendments to the 
Soviet Constitution, “the establishment of the general pro- 
cedure in the mutual relations between the Union republics 
and the foreign states” is left to the discretion of the federal 
government in Moscow. And the arbitrary way of handling 
this privilege by the Kremlin is perhaps best illustrated by 
the weighty support Moscow gave to the admission of the 
Ukraine and White Russia as independent members to the 
United Nations Organization while, on the other hand, the 
Russian Soviet Federative Socialist Republic (R. S. F.S. R.), 
the largest and most important republic of the Union, was 
left out and had obviously to surrender the protection of its 
interests before the international forum to the all-union 
authorities. 

In the life of a nation domestic and foreign affairs hardly 
can be compartmentalized. There is a continuous interplay 
going on between the internal and external policies of a 
country. Domestic practices had no doubt exerted a good deal 
of influence on the conduct of Soviet foreign relations. In- 
tolerance became one of the most obvious features of Soviet 
international policy. Vishinsky made this point perfectly clear 
when in one of his speeches at the first session of the United 
Nations he made the following observation: “We do not want 
to accept tolerance—we paid too much for it.” 

Suspicion and mistrust are two other basic elements of 
Soviet foreign policy, and they are very often quoted in 
defense of various Soviet diplomatic moves and actions which 
could otherwise not easily be understood. After a generation- 
long self-isolation from the free world, suspicion of individ- 
uals—as well as of peoples—who were critical of the Soviet 
system and way of life, became a habit, an obsession with 
official Russia. 

Suspicion can, of course, be something very real and legiti- 
mate. In the first years after the revolution, the suspicion of 
foreign countries was partly carried over from the days of 
foreign armed intervention in the Russian civil war. After 
Hitler’s rise to power, there were plenty of new reasons for 
the Communist state to be on guard and prepared for all 
eventualities. Today, “fear that there will be opposition to 
the next step in expansion” can easily create mistrust in 
Soviet Russia. 

But suspicion can also be artifically generated. It is often 
an organic part of the totalitarian technique for keeping the 
population in a state of heightened tension. The ever-present 
phantom of an unprovoked foreign war serves as a welcome 
excuse for the drabness of Soviet everyday life, the constant 
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shortage of consumer goods and commodities, and for the 
further exertions and sacrifices asked from the Soviet popula- 
tion. Furthermore, there are also the alleged vested interests. 

“The Soviet apprehension, so deeply rooted both in dogma 
and in Russian history,” writes John Fischer, a member of an 
UNRRA mission in the Ukraine, “probably has been delib- 
erately cultivated by the country’s most potent bureaucrats, 
the political police . . . It is not the nature of any bureaucracy 
—Russian, American, or Fiji-to go out of business volun- 
tarily . . . If Beria and his lieutenants produced intelligence 
of fresh dangers, of plots for a new capitalist encirclement 
by Russia’s former allies, they would simply be obeying the 
oldest instinct of politics, the passion of the functionary for 
his function. And a number of Western diplomats who have 
been working closely with the Russians believe that this is 
precisely what is happening.” 


Soviet Foreign Policy and the Russian People 


As it is well known, millions of Soviet citizens are brought 
up with the idea of living in a “capitalistic encirclement,” in 
constant fear of a foreign attack on the proletarian homeland. 
After the famous Churchill speech at Fulton, Mo.., John 
Fischer was asked by “dozens of war-weary little people in 
Russia—farmers, train porters, book-keepers, who normally 
took no interest in politics, why these evil men were trying to 
set the world aflame again; and why didn’t President Truman 
denounce these warmongers as Stalin had?” 

Are the Soviet masses entirely under the spell of Communist 
propaganda, which day after day, in the press and on the air, 
tries to convince them that the Soviet society is the most 
“advanced” and “progressive” form of democracy and the 
United States of America is decadent and corrupt, a land of 
unemployment and low educational standards, racial intoler- 
ance, monopolistic capital, and political and social backward- 
ness? Or are there some sections in the Soviet population left 
who succeeded in preserving independence of judgment and 
in resisting the barrage of antiforeign indoctrination? 

Fortunately, the various observers seem to agree that there 
are “almost no indications that the Russian people themselves 
desire war or are unfriendly to the United States.” In the 
‘30s, most Siberians remembered Americans, according to 
John Scott, as good fellows “who came once and helped 
against the Japanese but would not stay because it was cold 
in Siberia, and because they had a fine country of their own.” 
Help rendered during the war by the United States could 
not pass unnoticed by the ordinary Soviet citizen. “The 
enormous good will of the people of the Soviet Union toward 
Americans seemed apparent everywhere I went,” wrote 
Charles E. Kellogg who, in the summer of 1945 with several 
American scientists, was guest of the Academy of Sciences 
of the U.S.S.R. And most of the Russians whom Richard 
E. Lauterbach met in the U.S.S.R. in 1946 “admired Deanna 
Durbin, the American Air Force, Camel cigarettes, and 
United States canned goods.” The Russian people are at 
present of necessity inarticulate. But it has been rightly 
pointed out by Calvin B. Hoover that— 

“,.. The yearning of the great mass of the Russian people 
for peace, for some degree of personal liberty, for a more 
comfortable life, does not at the present weigh in the balance, 
but at the moment when the possibility ot the passage of 
power from one group to another becomes reality, it could 
have great weight indeed.” 


Soviet Foreign Policy and Russian Nationalism 


New elements—the recognition of historical tradition, Soviet 
patriotism, the idea of Slav solidarity—have been added to the 
political credo of the Russian Communist prior to and during 
the fight against the Axis, the so-called great fatherland war. 
However, basically and in spite of this thin national overlayer, 
the ideology of Communist Russia remained the same as in 
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THIRTY YEARS AGO: They overthrew an empire 


the first days after the revolution. The revolutionary theories 
of Marxism and Leninism are today as before, the recognized 
official dogma of the Communist state. 

The unexpected rebirth of nationalism in U.S.S.R. pro- 
voked even serious students of Soviet affairs to speak with a 
great deal of naivete of the “great retreat” and of the decline 
of communism in Russia. And it has equally confused the in- 
terpretation of the nature and the objects of Soviet foreign 
policy. Is the present Soviet expansionism merely a natural 
and logical continuation of the prerevolutionary Tsarist 
diplomacy, or does the “Soviet imperialism” present a new 
and a revolutionary phenomenon? 

Harrison Salisbury, formerly head of United Press in Mos- 
cow, flatly declares that there is— 

. Not a line in Soviet foreign policy which any Tsarist 
foreign minister would not have underwritten twice over as 
the only basically sound policy for Russia . . . What is Soviet 
foreign policy today? It is the same as that of the Tsars, with 
one important difference—security. The conception of security 
is paramount in all Soviet relations with the rest of the world. 
And, significantly, the first step Soviet Russia took toward 
achieving security was to get back the lands over which 
Imperial Russia once claimed sovereignty.” 

A more subtle interpretation is, however, fostered by Cal- 
vin B. Hoover. He certainly does not overlook that “under the 
rule of Stalin there has taken place in Russia the extraordinary 
feat of the amalgamation of Marxian doctrine and Russian 
national imperialism.” But for him the present “expansionist 
urge in Russia grows out of the character of the bureaucracy 
of the Soviet state.” 

“The modern type of the autocratic state,” he says, “which 
is characterized by the absence of effective democratic and 


parliamentary institutions, by a system of thought control 
through a police system, unhampered by protections of civil 
liberty, by the monopoly of all means and instruments of 
propaganda, is naturally a less peaceful state than a state 
characterized by parliamentary and democratic institutions. 
When such a totalitarian state is ruled by old revolutionaries, 
turned reactionaries, who have had to live in an atmosphere 
of fear resulting from the purges of enemies and former 
friends, and who have lived through civil and foreign wars 
on a gigantic scale, it is natural that the ways of peace should 
not be normal for these men . . . 

“Expansion is further enormously facilitated by the ability 
of the rulers of the Soviet state to command the unquestioning 
loyalty of the Moscow-trained leaders of the party in other 
countries, such as Tito in Yugoslavia, Bierut in Poland, Thorez 
in France, Pieck in Germany, and so on. For it is one of the 
outstanding phenomena of Soviet power politics in the world 
today that the Russification and totalitarianization of com- 
munism into the Soviet system has not destroyed but has even 

‘strengthened the power of the Russian Communist Party 
over the various subordinate branches of the party in other 
national states.” 


Soviet Foreign Policy and World Communism 


The organization of the All-Union Communist Party pre- 
sents itself in the form of a pyramid based on the primary 
party organizations which are set up everywhere in Soviet 
Russia where not less than three party members can be found. 
The Communist Party is a centralized hierarchy in which the 
party organizations serving certain areas are regarded superior 
to any organization serving part of the same area. The supreme 
body of the party is the All-Union Party Congress. But the 
provision of the Party charter requiring it to be convened at 
least once in three years has not been strictly observed. Be- 
tween the congresses, the Central Committee of the party is 
its highest executive organ, but it also meets at irregular 
intervals. Thus the real brain trust and general staff is the 
Political Bureau of the Central Committee of the party—the 
famous Politburo, headed by Stalin. Here, by unanimous vote, 
operative plans for party work are laid down and from here 
are transmitted the signals for action. 

Since 1919, Moscow had also been the seat of the Third 
(Communist) International. But in May 1943, the Presidium 
of the Executive Committee of the International proposed to 
its national sections the dissolution of the organization. 

“The experience accumulated by the Communist Inter- 
national convincingly showed that the organizational form 
of uniting workers chosen by the First Congress,” said the 
announcement, “has been outgrown .. . and has even become 
a drag on the further strengthening of the national working- 
class parties.” 

The formal dissolution of the Third International in the 
middle of the Soviet life struggle for existence helped to 
dispel the suspicions of the bourgeois world; but it did not 
mean, of course, the end of national Communist parties. The 
revolutionary work of the Third International was now en- 
trusted and continued in the co-ordinated actions of its former 
constituent groups. The former chief members of the prewar 
Permanent Secretariat of the Executive Committee of the 
International—Dimitrov, Manuilski, Pieck, Ercoli (Togliatti) , 
Marty, Gottwald—play today a leading role in the political 
life of their native countries. And 18% million members was 
disclosed as the total strength of the world’s Communist 
parties at a recent conference in London. 

Ignoring the spread of communism in Europe, Asia, and 
Africa, and its growing penetration of the Western Hemi- 
sphere, some writers are inclined to believe that “Soviet 
Russia is much more concerned with her own affairs and 
interests than with abstract revolutionary doctrine.” Thus, 
George Soloveytchik draws, for instance, the following star- 
tling conclusions in his last book “Russia in Perspective”: 
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“It is in Russia’s interest,” he says, “that Europe should be 
governed by people who will treat her with loyalty, deference, 
and consideration, but who are not necessarily fellow Commu- 
nists. What particular advantage could Russia, who is the 
strongest power on the Continent today, derive from world 
revolution? She can assert her authority without precipitating 
such a crisis. She is mainly concerned with security and pres- 
tige, but neither of these considerations requires the setting 
of Europe on fire. On the other hand, Moscow’s inclination to 
be tough with friends, enemies, and neutrals alike derives 
partly from her newly gained feeling of strength and partly 
from a hang-over of old suspicions. Moscow wants to dictate, 
but there is as much opportunity to do that with democratic 
European governments as with puppet Soviet-created dic- 
tatorships, or probably more. It seems to me that the two real 
determining factors of Russian policy will be, in the first in- 
stance, her internal domestic situation, and secondly, develop- 
ments on the international arena which are beyond her 
control.” ; 

More in line with the facts and the latest international 
developments is, however, the following set of ideas presented 
by a professor of political science at Notre Dame University, 
Waldemar Gurian, in a Fordham University publication. He 
discounts the suggestion that for the Soviets the idea of world 
revolution is a dead issue. When their original hopes failed to 
materialize in the ’20s and ’30s, the dream of a world upheaval 
was not abandoned by the Communists. It continued even 
“to justify the ruthlessness of the totalitarian Soviet regime.” 
The unavoidable coming of world revolution seemed only to 
have been somewhat delayed. All efforts were not directed 
toward preserving the first Communist commonwealth in 
Russia as a permanently established stabilized state and 
strengthening it as the “most important basis and starting 
point for world revolution.” After the outbreak of World War 
II, the Soviets believed that they would become the masters 
of Europe by staying out of the fight between Germany and 
the Western democracies. The struggle against the Axis failed, 
however, to change into a class war ending in the victory of 
the proletariat hoped for by the Communists. On the other 
hand, although the war against the Nazis was won through a 
combined effort of the United States, the U.S.S.R., and Great 
Britain, the old distrust between the Soviets and the former 
allies has emerged once more. As soon as the capitalistic 
countries enter a period of depression, which the Communists 
believe is bound to come before long, this enmity will become 
even more pronounced. The post war world, concludes Gurian, 
presents in the eyes of the Communists a revolutionary situa- 
tion. 

“Crisis will follow crisis . . . The capitalist regimes, [they 
believe] will not be able to master them, to overcome unem- 
ployment, strikes, and to allay unrest in colonial countries. 
.. . The capitalist world will not be able to settle its diffi- 
culties, and these have always been the locomotives of revo- 
lution.” 

The Communists expect, therefore, the social disintegra- 
tion which will take place in various parts of the world.to 
work for them. And they intend to exploit these crises. Noth- 
ing could be gained, from their standpoint, “by allowing 
chaos to subside.” 


Coexistence of the Soviet System 
and the Western Democracies 


Official pronouncements made lately in Moscow on the 
all-important question of the feasibility of a prolonged and 
peaceful coexistence of the Soviet system with the capitalist 
world, so vigorously denied by Lenin, are hardly able to 
contribute to a clarification and to a better understanding 
of the principles and orientation of Soviet foreign policy. 
The question of the London Sunday Times correspondent, 
Alexander Werth, “about the possibility of a friendly and last- 
ing collaboration of the Soviet Union and Western democracy 
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---On the Soviet Goal 


“The summit of Communist hopes and 
aspirations is, in the last analysis, today 
as in Lenin‘s time, a complete change of 
the world’s political, economic, social and 
cultural setup, and at the base of Soviet 
foreign policy lies the desire to make the 
world safe for communism or sovietism.” 


LIBRARY OF CONGRESS REPORT 











despite the existence of ideological discord,” was answered by 
Stalin on September 24 of last year by an emphatic “Yes, un- 
conditionally.” Questioned again upon the same topic on his 
sixty-seventh birthday last December 21 by Elliott Roosevelt, 
Stalin reiterated his belief in the possibility “for a democracy, 
such as the United States, to live side by side in peace in this 
world with a Communistic form of government, such as that 
of the Soviet Union.” 

“This is not only possible,” he stated, “it is wise and en- 
tirely within the bounds of realization. In the most strenuous 
times during the war the differences in Government did not 
prevent our two nations from joining together and vanquishing 
our foes. Even more so is it possible to continue this relation- 
ship in time of peace.” 

But other utterances emanating from the same source are 
bound to obscure the impression left by these optimistic ob- 
servations. In his famous letter to Comrade Ivanov of Feb. 12, 
1938, Stalin has identified himself with Lenin’s the “honest 
and truthful” view that “the existence of the Soviet Republic 
next to a number of imperialist states for a long time is un- 
thinkable. In the end either the one or the other will have 
the better of it.” And, in his more recent famous pre-election 
speech of Feb. 9, 1946, after having analyzed the origins of 
the first two world wars, in the light of “present capitalistic 
conditions of the development of world economy” and having 
stressed the necessity of an increased annual output of pig 
iron, steel, coal, and oil, Stalin remarked significantly: 

“Only under such conditions can we consider that our home- 
land will be guaranteed against all possible accidents.” 

Again, in the order of the day on May 1, 1946, Gen- 
eralissimo Stalin warned the Soviet people “not to forget for 
a single minute the intrigues of international reaction which 
are hatching plans of a new war, . . . to be constantly vigi- 
lant” and “to protect as the apple of one’s eye the armed 
forces and the defensive power of the country.” But most 
outspoken in his forecast of a conflict between communism 
and capitalism was Eugene Varga, the Soviet top expert on 
world politics and economics, who wrote in the summer of 
1946: 

“The fact that the Soviet Union and highly developed 
capitalist states were in the same camp against Fascist ag- 
gression meant that the struggle of the two systems inside the 
democratic camp was relaxed, and temporarily stopped. It 
did not mean, of course, that the struggle was ended... . 
The Allies helped the Soviet Union, but never forgot the dif- 
ference in their social systems. They would, for instance, not 
share the atomic-bomb secret.” 

Finally, prescribed reading in Communist Russia of today 
remains as it was before the war, the “Short Course in the 
History of the Communistic Party,” written in 1937 under 
personal supervision of Stalin. It includes— 

“.. . In addition to a detailed study of the history of the 
Communist Party, such doctrines as the necessity of working 
for the victory of the proletariat, and the inevitability of 
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capitalist encirclement of the U.S. S. R., a threat which could 
be broken only by proletarian revolutions in the leading cap- 
italist countries.” 


Soviet Foreign Policy and the United Nations 


From its original position as an outcast among the nations, 
with the Cordon Sanitaire separating it from the civilized 
world, the Soviet Union has become today a most influential, 
though somewhat feared, member of the world community. 
For Lenin the old “capitalistic” League of Nations was a 
“devil's kitchen.” Self-preservation forced Soviet Russia into 
the League. But Geneva failed, according to the Soviet point 
of view, because the League was built on the principle of 
“purely formal equality of its members” and the “idiotic sys- 
tem of counting the votes.” 

On Aug. 20, 1945, the Soviet Union ratified the Charter of 
the United Nations after the principle requiring unanimity of 
the great powers in the decisions of the Security Council was 
definitely adopted at San Francisco. The U. N. seemed to offer 
Soviet Russia a new line of defense, in addition to the Red 
Army and the Soviet satellites, and a welcome platform for 
the propagation of Soviet thought. 

In 1945, the Soviet Union also became a member of the 
International Court of Justice at The Hague, an organization 
formerly ignored by revolutionary Russia. But the establish- 
ment of a world government, in the form suggested by An- 
thony Eden and supported by Foreign Secretary Bevin in the 
House of Commons in November 1945, met with very little 
enthusiasm on the part of Communist Russia. 

“Such deliberations,” wrote lately the leading Soviet expert 
on international law, E. Korovin, in the party magazine “Bol- 
shevik”, “reminds one of the talks of ‘superimperialism’ and 
‘superstate’ and of a gradual transformation of the League of 
Nations into a world parliament, so well known since the time 
of the First World War. . . . The chief evil of these theories 
lies in the deliberate or unconscious lack of understanding on 
the part of their promoters that the aggressive nationalism 
which they pretend to temper through the organization of a 
world parliament is deeply rooted in the exploitative nature 
of capitalist society.” 

U.S.S.R. became a member of the United Nations Relief 
and Rehabilitation Administration. But out of fear of being 
outvoted and anxious to avoid commitments based on alien 
thinking, the Soviet Union has so far, refrained from joining 
the functional organizations of the United Nations such as the 
International Monetary Fund and the International Bank for 
Reconstruction and Development; the Provisional Interna- 
tional Civil Aviation Organization; the United Nations Food 
and Agriculture Organization; the United Nations Educa- 
tional, Scientific and Cultural Organization; the International 
Labor Organization; and the International Refugee Organiza- 
tion. The Soviet leaders seemed thus to be ready to enter only 
such international organizations which were “necessary to 
further Soviet relations with the rest of the world on a basis 
which is deemed desirable.” 


Soviet Foreign Policy and Atomic Energy 


However, Soviet Russia’s resolute fight first in the United 
Nations Atomic Energy Commission and then in the Security 
Council against effective international control of nuclear 
energy has particularly antagonized wide circles of the 
American public who see in the American proposals on atomic 
energy the first radical step toward the pacification of the 
world and a serious guaranty for the preservation of peace. 

On Oct. 28, 1946, Stalin denied that Russia possessed the 
atomic bomb or any similar weapon. One month earlier, on 
Sept. 24, 1946, he even tried to play down the importance 
ordinarily attached to the bomb. 

“I do not believe,” he said in his answer to a question 
submitted by Alexander Werth, “the atomic bomb to be as 


serious a force as certain politicians are inclined to regard it. 
Atomic bombs are intended for intimidating weak nerves, but 
they cannot decide the outcome of war, since atomic bombs 
are by no means sufficient for this purpose.” 

And Mr. Gromyko’s arguments before the Security Council 
in March 1947 led Walter Lippman to believe that— 

“, . . The Soviet valuation of the bomb is a great deal lower 
than that placed upon it by many Americans, and by English- 
men like Mr. Churchill when he made his Fulton speech. The 
Russians, no doubt,” he wrote on March 8, “assume that the 
atom bomb will never be used against them unless there is a 
total war. They must assume further that a total war can break 
out only if Britain and the leading countries of Europe are 
engaged. A direct and isolated war between Russia and 
America is for all practical purposes impossible. But if, as is 
now increasingly probable, Britain must throw in her lot with 
Europe, and must prevent such a war, then the atomic bomb 
can be discounted as decisive in the world balance of power.” 

But how much stability do these speculations assure for 
tomorrow? Leading scientists seem to agree that before long, 
perhaps in a few years, the Soviet Union will have the 
“secret” of the bomb, that the dual or even multiple posses- 
sion of the bomb will become a reality, and that Russia may 
even improve upon the devices now in existence. What im- 
mediate effects will this technological progress achieved by 
Russia have on the international situation? 

A possible desire on the part of some anti-Soviet elements 
“to provoke a preventive war against the Soviet Union before 
the U.S.S.R. achieves weapon parity” is envisaged by Har- 
old D. Laswell and tested in his illuminating article, “The 
Interrelations of World Organization and Society.” These are 
his findings: 

“Before such a war could be started, the public would need 
to be fully- alerted to the terrors of atomic war. They would 
need to believe that our Government had struggled in good 
faith to obtain an effective agency of bomb control, and that 
Russia obstinately blocks a righteous plan. They would need 
to believe that Russian obduracy signifies that Russians are 
stalling for time to get bombs of their own in preparation for 
a surprise war to dominate the world (or, at least, to main- 
tain an ‘intolerable’ state of perpetual crisis in which our se- 
curity of mind and our free institutions will perish). War 
would then appear to be a struggle, not against Russia, but 
against the enslavers of the Russian peoples, and the would- 
be enslavers of the peoples of the globe. War would not only 
be against something: it would be for something—‘a War to 
Make the World Safe.’ ” 

But from a strategic standpoint such a war would be as 
dangerous as difficult. 

However, the prospects of a dual possession of the atomic 
bomb are equally frightening. It might culminate in “two 
Carthages, not one Rome.” The chain reaction that a pos- 
session of the bomb by the U.S.S.R. and the United States 
would release in the world is presented by Prof. Arnold 
Wolfers in “The Absolute Weapon: Atomic Power and World 
Order,” a symposium prepared by the Institute of Interna- 
tional Studies of Yale University. He writes: 

“If and when the Soviet Union—and perhaps other coun- 
tries—gains access to the means of conducting atomic warfare, 
a truly revolutionary change will have occurred in the mili- 
tary position of this country. While it may still prove capable 
of avoiding defeat, never again will it be able to fight a major 
war without being exposed to vast destruction. No interna- 
tional agreements, however stringent, will remove this threat 
entirely. With every day that passes we are moving gradually 
from a position of unusual safety to a kind of earthquake zone 
which will be rendered livable for our urban population only 
by the hope and confidence that the outbreak of another war 
will be prevented. 

“The change in the position of the Soviet Union will be 
considerable too, although it will be less spectacular. Posses- 
sion of the bomb cannot return to her cities the security from 
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annihilation which some of them at least enjoyed before our 
discovery of atomic weapons. It should, however, prove much 
of a relief to the Russians to gain the power of retaliation in 
kind and to feel that they had gone a long way toward match- 
ing our military power... 

“Russian atomic power is bound to have profound effects on 
American psychology. What they will be cannot be predicted 
with any degree of certainty since nothing like it has faced 
this country before. Possibly the change in outlook and senti- 
ment will not occur immediately, particularly if friendly rela- 
tions with the Soviet Union should prevail at that time and 
make the threat seem far off. One need, however, only 
imagine the impression it would make on our urban popula- 
tion if a serious crisis in Soviet-American relations should be 
accompanied by the sudden realization that an atomic surprise 
attack was not beyond the realm of possibility.” 

What are, then, the possibilities which are left to the United 
States to aid in the preservation of world peace and to protect 
itself from the ravages of a deadly and costly war? Three 
“lines of defense” are foreseen and recommended by Arnold 
Wolfers: 

“The first line is directly connected with Soviet-American 
relations. It consists in proper efforts on our part to settle our 
disputes with the Soviet Union peacefully and to avoid adding 
new ones. In this way only can we hope to remove the in- 
centives to war as well as those fears of a Soviet-American 
war which are turning atomic power into a veritable night- 
mare ... But peaceful settlement of disputes is not a one-way 
affair. This country can succeed only if the Soviet Union is 
equally eager to eradicate the danger of atomic war and is 
equally convinced that continued conflict with this country 
will eventually bring down the calamity of war upon ourselves 
and the world. A policy of one-sided concessions, instead of 
bringing us nearer to our goal, might have the opposite effect. 
It might lead the Soviet leaders to believe that we would con- 
tinue to retreat indefinitely and that further demands or even 
unilateral acts on their part would not endanger the peace. It 
would be equally wrong to regard every concession to the 
Soviet Union as an act of appeasement or to interpret every 
Russian claim as evidence of an insatiable desire for expan- 
sion. That would close the door to all efforts at conciliation 
and to satisfaction of any reasonable demands the Russians 
may make. Wise statesmanship will have to seek a mode of 
conduct which will neither tempt the Soviet Government to 
overstep the limits we can in safety and decency concede nor 
provoke it to undertake actions out of sheer resentment or 
suspicion of our intentions. 

“The second line of defense is not strictly of a Soviet- 
American character. It consists of international agreements 
and control. We are already committed to this line; the U. N. 
is embarked on efforts to eliminate—or to reduce—the dangers 
of atomic weapons. Whatever success is achieved in this re- 
spect will benefit this country and the Soviet Union as it will 
all other members of the organization . . . The success of the 
U. N. must depend primarily upon the Russians and ourselves; 
the world is looking to Washington and Moscow with the hope 
that they will agree to international rules and machinery 
capable or reducing the dangers of dual possession of atomic 
power... 

“The third line of defense is of a military character. It con- 
sists of all the steps a country can take in order to deter 
another country from risking war or from attacking it with 
atomic weapons. If we should fail either to eliminate atomic 
weapons from the arsenals of national governments or to re- 
move the incentives which might under certain conditions 
lead the Russians to risk war with us, our hopes for peace 
will rest on our ability to deter them from making the fatal 
decision.” 


Essence of Soviet Foreign Policy 


Soviet foreign policy—successful, dynamic, hardly always 
scrupulous and which certainly no longer adheres to the 
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early belief in open diplomacy—is a synthesis of Russian 
geography, Russian history and a high degree of Marxian 
philosophy. In their efforts to achieve their goal, the Bol- 
sheviks are prepared to play any card available at the time 
and which promises maximum success in a given situation. 
This might be one day an international, and the next day a 
national card; a conservative or revolutionary; an Orthodox or 
a Mohammedan, a pan-Slavic or a pan-Arabic card; the ends 
certainly count more in the eyes of the Communists than the 
means applied in attainment. Lenin once taught his followers 
the tactics of “zigzagging.” He said: 

“To carry on a war for the overthrow of the international 
bourgeoisie, a war which is a hundred times more difficult, 
prolonged and complicated than the most stubborn of ordi- 
nary wars between states, and to refuse beforehand to ma- 
neuver, to utilize the conflict of interests (even though tem- 
porary) among one’s enemies, to refuse to temporize and 
compromise with possible (even though transient, unstable, 
vacillating, and conditional) allies—is not this ridiculous in 
the extreme? Is it not as though, in the difficult ascent of an 
unexplored and heretofore inaccessible mountain, we were to 
renounce beforehand the idea that at times we might have to 
go in zigzags, sometimes retracing our steps, sometimes 
abandoning the course once selected and trying various 
others.” 

The summit of Communist hopes and aspirations is, in the 
last analysis, today as in Lenin’s time, a complete change of 
the world’s political, economic, social, and cultural setup, and 
at the base of Soviet foreign policy lies the desire to make the 
world safe for communism or sovietism. 

As Calvin B. Hoover points out: 

“In the metamorphosis from the original doctrines of 
socialism, which has made of the Soviet system a totalitarian 
and autocratic state, the doctrine that the Communist revo- 
lution must inevitably be world wide has been retained even 
though the meaning of the Communist revolution has been so 
profoundly altered. The triumph of the world revolution now 
would simply mean the expansion of the area of rule of the 
masters of the Soviet state.” 

The Soviet foreign policy forms, as Edgar Snow has sug- 
gested: 

“ ... An organic part of state planning. It operates within 
a scheme which allows for variations in tactics, but not for 
sudden reversals or transformations of strategy, as is often 
supposed. The Kremlin has maximum and minimum objec- 
tives on every issue, thought out in advance. It is the element 
of timing, the correct moment at which to concede, that is a 
major imponderable. The Kremlin is not open to persuasion 
or conversion, but it is open to bargaining.” 


The United States and the U.S.S.R. 


The relationship between the two great allies of the World 
War II has deteriorated dangerously. In his treatise, “The 
Struggle for the World,” James Burnham goes so far as to 
trace the origins of the third world war, which he thinks is 
already on, to April 1944. Mrs. Vera Micheles Dean, the re- 
search director of the Foreign Policy Association, depicts, 
however, the following single steps in the post war estrange- 
ment between the United States and the U.S.S.R., which 
took place despite all the strenuous efforts of the Administra- 
tion to prevent this development. She writes: 

“Since V-J Day, the tide of public sentiment which had 
arisen to unprecedented heights in favor of Russia rapidly 
ebbed away, and doubts have been increasingly heard about 
the good faith and the ultimate intentions of the Soviet Gov- 
ernment. Americans have been particularly disturbed by Rus- 
sia’s violation of the 1942 treaty for withdrawal of foreign 
troops from Iran; by continued Russian occupation of the 
countries of Eastern Europe and the Balkans; by Moscow’s 
efforts to foster in these countries governments that would be 
“friendly” to Russia and to develop a network of barter-trade 
agreements in that area; by reports that Russian troops with- 
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drawing from Manchuria had shown a marked preference for 
being succeeded by the Chinese Communist forces, rather 
than the forces of Chiang Kai-shek, and had stripped the 
factories of Manchuria of equipment; and by various other 
demands and claims presented by Russia.” 

On the other hand “. . . the very fact that we possess the 
secret of the atomic bomb (shared with Britain and Canada) 
has not caused the Russians to feel less suspicious of this 
country than they were before the war; and our requests for 
bases in Iceland and in the Azores, which could hardly be 
regarded as designed for protection against Germany, have 
been viewed in Moscow as a new attempt at ‘capitalist en- 
circlement’ of Russia.” 

Thus, “this atmosphere of mutual fear and distrust is not 
conducive to the growth of friendly relations between the 
United States and Russia.” 

But is there, on the other hand, any hope left in the 
world for preventing the struggle between these two super 
powers from degenerating into a “bloody and _ indecisive 
clash of arms” and for it becoming “an honorable compe- 
tition for opportunities to advance human welfare, each 
by its own methods and on its own plane of historical de- 
velopment”? 

Mrs. Dean’s conclusions are that: 

“Those who believe that there is hope think that a common 
ground for action may be found in the United Nations Or- 
ganization. Others contend that this will prove impossible 
because, they claim, the Soviet Government still prefers in- 
ternational revolution to international co-operation.” 

The future depends, of course, as a reviewer of Mrs. Dean’s 
book has pointed out, “not only on the United States alone, 
but hinges on the policies and aspirations of the Soviet leaders 
too.” But on this last score there is no agreement, even be- 
tween the recent American visitors to Moscow. John Foster 
Dulles reported, for instance, in his radio address to the na- 
tion after his return from the Moscow Foreign Ministers Con- 
ference that— 

“There is little doubt that Soviet leaders would heave a 
great sigh of relief if the United States were to quit Europe 
and go home. Then they would automatically dominate the 
whole Continent.” 

Harold E. Stassen attributed the failure of the Moscow 
Conference to the “weakness and evasions” of the Potsdam 
Agreement for which he made equally responsible all the 
signatories of this ill-fated document. And after a careful 
scrutiny of the communique on the Stassen interview with 
Stalin of April 10, 1947, Walter Lippmann reached the con- 
clusion that there were two Stalins one had to deal with: 
Stalin, the national leader of Russia, and Stalin, the head of 
the party which holds power in Russia. 

“This is the dilemma which explains, it seems to me, the 
bafling fact that Stalin is always saying that he wants a 
settlement and that, with all his transcendent authority, he 
never produces a settlement. He does not want war. He 
would like economic co-operation. He would probably, if 
he could, renounce the world revolution if he could settle 
for security. 

“But security to him is not merely the security of the Rus- 
sian patrimony but the security of the Communist Party, and 
that security, since it depends upon the suppression of Russian 
freedom, he has been unable to reconcile with genuine peace 
abroad.” 

Moreover, a still more basic question is forcing itself upon 
us. Is sheer opposition against Soviet expansion in and of it- 
self sufficient for the preservation of international peace and 
security? Is a purely negative attitude sufficient to counteract 
and combat the spread of communism? “The Russians, after 
all, do not yet possess the atom bomb,” as has been lately 
observed by Arnold J. Toynbee, “but they have already shown 
_, . the power to convert Western souls to a non-Western 
‘ideology.’ ” 

The anti-Communist aspect of American policy has at- 


tracted enormous attention abroad. It has been recently said, 
“to be fully effective, our policy need not be merely negative. 
It must be positive, constructive, dynamic—not merely opposi- 
tion to disruptive doctrines but the perpetuation and expan- 
sion of the democratic idea.” 

Over against such a view is another. Speaking of the “Tru- 
man Doctrine,” an editorial writer in the Chicago Tribune of 
March 13, 1947, puts the case as follows: 

“If Mr. Truman’s program of supporting the Greek and 
Turkish regimes is accepted by Congress, America will be 
unable to refrain from adopting the same measures wherever 
Soviet pressures are exerted. A vast expenditure of American 
money is in prospect... 

“The outcome will inevitably be war . 
two systems are in opposition... 

“Congress must cease being a catspaw for this movement 
and think of America’s interest first—even exclusively.” 

Rightly or wrongly, Europe expects from America not only 
loans but also moral leadership. And after a five months tour 
of all Asia, except Soviet Russia, Burma and India, Foster 
Hailey, a New York Times editorial writer, was convinced 
“that it is the United States to which Asia looks most hope- 
fully for a pattern of life and for help in solving her problems, 
and not to the Soviet Union.” 

In his speech of April 8, 1947, during the historic debate 
on United States aid to Greece and Turkey, Senator Vanden- 
berg laid down the rule for a friendly coexistence of the U.S.A. 
and the U.S.S.R. He stated: 

“.. . We believe in self-determination for Russians precise- 
ly as we insist upon it for Americans and others. We plot no 
offense against the Soviet Union. We are not hunting world 
dominion. We are not seeking dictation anywhere. But what 
we deny to ourselves as a matter of morality we also must 
deny to others as a matter of conquest. 

“, . . If Russia pursues expansionism through fear of a re- 
born Axis, we should offer her a hard and fast alliance against 
a reborn Axis. We have made that offer. It still stands. It has 
not been accepted. We can expand that offer. We can sign 
anything at Moscow which guarantees the independence of 
the Soviet Union within its own legitimate domain. But there 
must be two signatures—and they must both be good—better, 
I regret to say, than signatures at Yalta or at Potsdam. 
We, in turn, have the reciprocal right to demand effective 
proof that Moscow is not plotting to encircle us in a Com- 
munist-dominated world; that Communist assaults upon us, 
within and without the United States, shall cease; and 
that our mutual pledges to the Atlantic Charter and to 
the principles and purposes of the United Nations shall be 
reliably honored in behalf of all concerned. I do not mean 
in words alone. I mean in deeds. I mean the rebirth of inter- 
national integrity.” 

And the same sentiment and desire to live in peace and 
friendship with the Soviet state was stressed emphatically 
two days later by Senator Connally in his speech of April 10. 
He said: 

“The United States wants Russia to have her own Govern- 
ment within her own borders, but no farther. Russia has a 
right to select her own system of government, but she has no 
right by political pressure, by the threat of armed force, to 
sap the strength of independent and sovereign peoples and to 
so enervate them and strip them of their strength as to be able 
to bring them under her dominion. Yes; we want Russia to 
have her own form of government. We want her to be secure 
within her own boundaries. We should give her assurance of 
that desire. No one wants to invade Russia, or hamper or inter- 
fere with her internal affairs . . . 

“We want to be friends with Russia. If she wants United 
States friendship, let her (a) cease to infiltrate other coun- 
tries; (b) cease to employ her armies as a threat to her neigh- 
bors; (c) respect the sovereignty and integrity of other na- 
tions; (d) perform her obligations to the United Nations to 
promote peace and peaceful settlements.” 
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Rising U.S. Criticism 
Of British Governmeni 


Although such talking is done pri- 
vately, U.S. officials abroad are be- 
coming more and more critical of 
Britain’s Labor Government. One spe- 
cialist in British affairs is saying frank- 
ly that the Labor Cabinet has let the 
situation get out of hand and is unable 
to cope with Britain’s troubles. 


oo 90 


Political differences inside the La- 
bor Government, kept under wraps 
through the nationalization program, 
now have broken out for all to see. 
The dollar crisis did it. Further 
changes within the Government are 
likely in the months ahead, but that 
doesn’t mean coalition with Winston 
Churchill’s Conservatives. 


oo 0 


Despite rumors of his retirement, 
Prime Minister Clement Attlee of 
Britain actually is in better health 
than most of his Cabinet colleagues. 
For months, however, Attlee has been 
ready to step down if the Labor Party 
decided that such a move would be 
the best thing for the Labor Govern- 
ment. 


o 0 90 


British Foreign Minister Ernest 
Bevin is personally bitter over his 
country’s financial muddle. He feels 
that the Cabinet let him down at the 
very time he was trying to uphold 
Britain’s prestige as a major power. 
Incidentally, Bevin is determined to 
hold his job through the foreign min- 
isters. conference in November, but 
the future beyond that is open. 


oo 90 


U.S. planners are against giving 
emergency aid to Britain to float that 
country into the Marshall Plan. The 
same goes for France. Under Secre- 
tary of State Will Clayton, who directs 
economic policy, fears that interim 
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Coming Cut by France 
In Bread Rationing 


aid for either country would endanger 
congressional acceptance of the whole 
Marshall Plan when it is ready for 
presentation. 


oo 90 


Although less widely advertised, 
the situation in France is as bad as 
in Britain, if not worse. Communist in- 
fluence has declined, but there is a 
strong chance the party will regain its 
losses before the next election. The 
fall of the Ramadier Government is 
being forecast by outsiders because of 
the country’s shaky finances. 


o 0 90 


A killing drought throughout West- 
ern Europe is adding to France’s 
troubles. The Government, much as 
it hates to, soon will announce another 
cut in French bread rations. 


o 90 °O 


Indirectly, the U.S. is letting the 
Marshall Plan conference in Paris 
know what Washington wants Europe 
to do. Although U.S. officials have 
been determined to stay out of this 
planning, pressure from the European 
countries finally has forced America 
to say “yes” or “no” to a few ideas. 
The conference found that it couldn't 
get on with its work without more 
specific guidance from Washington. 


oo 9 


Possibility of a World Bank loan to 
finance recovery in the Ruhr coal 
mines is out the window. There has 
been talk that the Bank might put up 
as much as $300 million, but the idea 
has to be abandoned because of diff_i- 
culties with the Bank’s charter. No 
Government was able to sponsor the 
loan to Germany. 


Unifying of Korea 
As Problem for U.N. 


British and American experts, work- 
ing on the Ruhr, are concerned over 
the discovery that the black market is 
draining away a big share of German 
coal production. Almost a fifth of mine 
output is unaccounted for when all 
the figures are gotten together. 


o 90 °O 


Russian Army officers, going home 
from occupation duty, are making no 
secret of their hope to get back into 
Germany. They found the standard of 
living in an occupied country much 
higher than that in their homeland. 
Now they want to return to Germany, 
and take their families with them. 


o 0 9 


The Hannover industrial exhibit, 
featuring products from the U. S.-Brit- 
ish Zone in Germany, is turning out to 
be a disappointment to potential buy- 
ers. Catch is that delivery of many 
items cannot be promised for two 
years or so after orders are taken. It 
turns out that orders for goods are be- 
ing placed before the bipartisan ad- 
ministrators undertake to get the 
necessary raw materials. 


o °o °O 


Unless Joseph Stalin moves quickly 
to co-operate with the U.S. in unify- 
ing Korea, the whole problem will 
be handed to the United Nations. The 
U.S. has decided to call in the U.N. 
next month at the latest. As soon as 
that happens, the U.S. will go ahead 
and build up its occupation zone in 
Southern Korea, ignoring the north- 
ern half which Russia controls. 


o 0 90 


Small shipments of U. S. oil are go- 
ing out to Russia, but officials don’t 
expect the flow to continue long. All 
customers are being asked to explain 
how they'll use U. S. oil, and Russia is 
not eager to give such information. 
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